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1. Name of Facility, Agency, or Institution

Baby + Company Nashville

Name

2106 21% Avenue Davidson

Street or Route County
Nashville Tennessee 37212

City State Zip Code

2. Contact Person Available for Responses to Questions

Dan Elrod Attorney

Name Title

Butler Snow LLP dan.elrod@butlersnow.com
Company Name Email address

150 3" Avenue South, Suite 1600 Nashville TN 37201
Street or Route City State Zip Code
Attorney (615) 651-6702 (615) 651-6701
Association with Owner Phone Number Fax Number

3. Owner of the Facility, Agency or Institution

Baby + Company Nashville 1 LLC (479) 877-9579

Name Phone Number
5302 Village Parkway, #3 Benton

Street or Route County
Rogers AR 72758

City State Zip Code

See Attachment A, ltem 3

4. Type of Ownership of Control (Check One)

Sole Proprietorship Government (State of TN or
Partnership Political Subdivision)
Limited Partnership Joint Venture

Corporation (For Profit) Limited Liability Company

m

moowp

Corporation (Not-for-Profit) Other (Specify)

See Attachment A, ltem 4

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND

REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.
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oL Name of Management/Operating Entity (If Applicable)

Name
Street or Route County
City State Zip Code

PUT ALL ATTACHMENTS AT THE END OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

6. Legal Interest in the Site of the Institution (Check One)

A. Ownership D. Option to Lease
B. Option to Purchase E. Other (Specify) _LOl to lease X
C. Lease of Years

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

See Attachment A, Item 6

7. Type of Institution (Check as appropriate--more than one response may apply)

A. Hospital (Specify) H. Nursing Home

B. Ambulatory Surgical Treatment I. Outpatient Diagnostic Center
Center (ASTC), Multi-Specialty J. Rehabilitation Facility

C. ASTC, Single Specialty K. Residential Hospice

D. Home Health Agency L. Nonresidential

E. Hospice Substitution-Based Treatment

F. Mental Health Hospital Center for Opiate Addiction

G. Intellectual Disability M. Birthing Center X
Institutional Habilitation Facility N. Other Outpatient Facility
(IDIHF) (ICF/IID formerly 0. Other (Specify)
(ICF/MR)

8. Purpose of Review (Check as appropriate--more than one response may apply)

A. New Institution X G. Change in Bed Complement

B. Replacement/Existing Facility [Please note the type of change

C. Modification/Existing Facility by underlining the appropriate

D. Initiation of Health Care response: Increase, Decrease,
Service as defined in TCA § Designation, Distribution,
68-11-1607(4) Conversion, Relocation]
(Specify) H. Change of Location

E. Discontinuance of OB Services I. Other (Specify)

F. Acquisition of Equipment
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1o

Bed Complement Data
Please indicate current and proposed distribution and certification of fac:llty beds.
a5y TOTAL
Current Beds Staffed Bedd Beds at
Licensed  *CON Beds Proposed  Completion

Medical

Surgical

Long-Term Care Hospital
Obstetrical

ICU/CCU

Neonatal

Pediatric

Adult Psychiatric

Geriatric Psychiatric
Child/Adolescent Psychiatric
Rehabilitation

Nursing Facility - SNF (Medicare only)
Nursing Facility — NF (Medicaid only)

Nursing Facility — SNF/NF (dually certified
Medicaid/Medicare)

Nursing Facility — Licensed (non-Certified)
IDIHF

Adult Chemical Dependency

Child and Adolescent Chemical
Dependency

Swing Beds

Mental Health Residential Treatment

. Residential Hospice

TOTAL

*CON-Beds approved but not yet in service

IOVO ZEFAC"IE@MMOO®Y

cHo

10.

Medicare Provider Number
Certification Type

11.

Medicaid Provider Number Will be applied for

Certification Type Birthing Center

12.

If this is a new facility, will certification be sought for Medicare and/or Medicaid?
X __Yes — The facility will apply for Medicaid certification
No

NA

13.

Will this project involve the treatment of TennCare participants? Yes; all MCOs
serving Middle Tennessee. TennCare MCOs serving Nashville are United Healthcare
Community Group, Amerigroup, and TennCare Select.
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NOTE:

Section B is intended to give the applicant an opportunity to describe the project and to
discuss the need that the applicant sees for the project. Section C addresses how the
project relates to the Certificate of Need criteria of Need, Economic Feasibility, and the
Contribution to the Orderly Development of Health Care. Discussions on how the
application relates to the criteria should not take place in this section unless
otherwise specified.

SECTION B: PROJECT DESCRIPTION

Please

answer all questions on 8 1/2” x 11" white paper, clearly typed and spaced, identified

correctly and in the correct sequence. In answering, please type the question and the response. All
exhibits and tables must be attached to the end of the application in correct sequence identifying
the questions(s) to which they refer. If a particular question does not apply to your project, indicate
“Not Applicable (NA)” after that question.

Provide a brief executive summary of the project not to exceed two pages. Topics to be
included in the executive summary are a brief description of proposed services and
equipment, ownership structure, service area, need, existing resources, project cost,
funding, financial feasibility, staffing, and how the project will contribute to the orderly
development of adequate and effective healthcare.

Response: The applicant seeks approval to establish a birthing center in Nashville at 2106
21% Avenue in approximately 4,350 sq. ft. of leased space. The facility will be staffed by
nurse midwives and a medical director through a professional services agreement with
Vanderbilt University Medical Center (“VUMC?”). The birthing center model is based on the
concept that childbearing is a normal physiologic process, and that mothers with low risk of
complications can safely deliver in home-like setting on an outpatient basis. In addition to
obstetrical care, the facility will also provide pre-conception and fertility counseling, pre-natal
exams and after-birth follow up. The facility will provide educational classes in subjects such
as birth preparation and breastfeeding.

The facility will consist of 5 birthing suites, 3 examination rooms, a laboratory, a class room,
a family room/kitchen and various support areas. Each of the birthing suites will be
equipped with a birthing tub. Physical facilities and amenities will be home-like and
comfortable for patients and their families. The facility will be located in close proximity (less
than one mile) to VUMC, thus assuring the timely transport of the rare patients who require
hospital care.

The applicant is a wholly-owned subsidiary of Maternity Centers of America (“MCA’) based
in Rogers, Arkansas. MCA is led by Dr. Cara Osborne. Dr. Osborne’s education includes an
MSN in Midwifery from the Vanderbilt School of Nursing and MS and ScD degrees in
maternal and child health from Harvard. She is nationally known as an educator and leader
in the fields of midwifery and birth centers.

MCA currently operates a birthing center in Rogers, AR, and it has facilities under
development in Denver, CO and Cary, NC.

The service area for the facility is Davidson County. Given the oufpatient nature of the
service, the applicant expects that at least 80% of its patients will be Davidson County
residents
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The need for the project is established by the absence in of the birthing center model in
Davidson County, a county whose residents gave birth to 9,712 babies in 2012. The
applicant believes there is significant unmet demand in the market for the birthing center
option. According to a 2013 national survey, Childbirth Connection, Listening to Mothers lll,
25% of women who have given birth in the past year would prefer a birth center if available,
and another 39% would consider a birth center if available. The birth center model is well-
established as a safe, cost-effective alternative for low risk mothers.

There are several hospital-based obstetrical programs in Nashville, but there are no birthing
centers in the area. The closet birthing center to Nashville is in Cookeville, TN, about 75
miles east of Nashville.

The total project cost is $2,536,436.65, which includes the total of lease payments over the
initial term of the lease. Actual capital outlay for construction and equipment and certificate
of need process is approximately $627,924. The initial capital outlay and working capital will
be provided by MCA and its investor/owner.

As indicated in the Projected Data Chart, the facility will achieve a positive financial result in
the first full year of operation. All midwife staffing will be provided by VUMC through a
contract, and the facility will employ 3.4 RN FTEs.

Provide a detailed narrative of the project by addressing the following items as they relate to
the proposal.

A. For the establishment or modification of a healthcare institution describe the
development of and need for the proposal. Health care institutions include:

Nursing home

Hospital

Ambulatory Surgical Treatment Center

Birthing Center

Mental Health Hospital

Intellectual Disability Institutjonal Habilitation Facility

Home Care Organization (Home Health Agency or Hospice Agency)

© N o g ks 0N

Outpatient Diagnostic Center

9. Rehabilitation Facility

10. Residential Hospice

11. Nonresidential Substitution-based Treatment Center for Opiate Addition

Describe the construction, modification and/or renovation of the facility (exclusive of
major medical equipment covered by T.C.A. § 68-11-1601 et seq.) including square
footage, major operational areas, room configuration, etc. Applications with
construction, modification and/or renovation costs should complete the Square
Footage and Cost per Square Footage Chart. Utilizing the attached Chart, applicants
with hospital projects should complete Parts A.-E. by identifying as applicable
nursing units, ancillary areas, and support areas affected by this project. Provide the
location of the unit/service within the existing facility along with current square

5
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footage, where, if any, the unit/service will relocate temporarlly durlng construction
and renovation, and then the location of the unit/service wiff proposed square
footage. The total cost per square foot should provide a breakout between. new
construction and renovation cost per square foot. Other facility"“’projects need only
complete Parts B.-E. Please also discuss and justify the cost per square foot for this
project.

Response: The project will require the renovation and build-out of approximately
4,350 sq. ft. of leased space. The facility include 5 birthing suites, all of which will be
equipped with a birthing tub, 3 examination rooms, a laboratory, a kitchen and
lounge area for families, a classroom and various support areas. The construction
cost for the project is approximately $103.24 per sq. ft. A letter from the project
architect at Attachment C. Economic Feasibility-1(Architect Letter) confirms the
reasonableness of the project cost.

Identify the number and type of beds increased, decreased, converted, relocated,
designated, and/or redistributed by this application. Describe the reasons for change
in bed allocations and describe the impact the bed change will have on the existing
services. Response: Not applicable.
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C. As the applicant, describe your need to provide the following health care services (if
applicable to this application):

Adult Psychiatric Services

Hospital-Based Alcohol and Drug Treatment for Adolescents (exceeding 28 days)
Burn Units

Cardiac Catheterization Services

Child and Adolescent Psychiatric Services

Extracorporeal Lithotripsy

Home Health Services

Hospice Services

Magnetic Resonance Imaging (MRI)

Neonatal Intensive Care Unit

Opiate Addiction Treatment provided through a Non-Residential Substitution-Based
Treatment Center for Opiate Addiction

12. Open Heart Surgery

13. Positron Emission Tomography

14, Radiation Therapy/Linear Accelerator

15. Rehabilitation Services

16. Swing Beds

17. Discontinuation of any obstetrical or maternity service

18. Closure of a Critical Access Hospital

19. Elimination in a critical access hospital of any service for which a certificate of need is
required

SO NDORA LN =

- =

Response: Not applicable
D. Describe the need to change location or replace an existing facility. Not applicable

E. Describe the acquisition of any item of major medical equipment (as defined by the Agency
Rules and the Statute) which exceeds a cost of $1.5 million; and/or is a magnetic resonance
imaging (MRI) scanner, positron emission tomography (PET) scanner, extracorporeal
lithotripter and/or linear accelerator by responding to the following:

1. For major medical equipment (not replacing existing equipment):
a. Describe the new equipment, including:
1. Brief description of equipment including characteristics such as fixed

or mobile; expected vendor and model (if known); for MRI use
descriptors such as Tesla strength, open/closed bore; for linear
accelerators use descriptors such as MeV strength, IMRT/IGRT/SRS
capability; etc.;

2. Total cost (As defined by Agency Rule 0720-9-.01(13))
a. By Purchase or
b. By Lease;
3. Expected useful life;
List of clinical applications to be provided,;
5. Documentation of FDA approval; and
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6. For mobile major medical equipment list all sites that the unit is
currently serving and its current schedule of operations at those sites.

b. Provide current and proposed schedules of operations.
Response: Not applicable

Indicate applicant’s legal interest in equipment (i.e., purchase, lease, etc.) In the
case of equipment purchase include a quote and/or proposal from an equipment
vendor, or in the case of an equipment lease provide a draft lease or contract that at
least includes the term of the lease and the anticipated lease payments along with
the fair market value of the equipment.

Response: Not applicable

ll. (A) Attach a copy of the plot plan of the site on an 8 1/2” x 11" sheet of white paper which
must include:

(B)

V.

21377318v1
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Size of site (in acres);

Location of structure on the site; and

Location of the proposed construction.

Names of streets, roads or highway that cross or border the site.

Please note that the drawings do not need to be drawn to scale. Plot plans are
required for all projects.

See Attachment B, lll.(A).

Describe the relationship of the site to public transportation routes, if any, and to any
highway or major road developments in the area. Describe the accessibility of the
proposed site to patients/clients. (Not applicable to home health or hospice
agency applications.)

Response: The proposed site is located on a major thoroughfare that is serviced by
a Nashville Metro Transit Authority bus route that stops near the location
approximately every twenty minutes. The proposed site sits approximately one-half
mile north of Interstate 440 and less than one mile south of Vanderbilt University. As
a result of its location on a major thoroughfare, the proposed site will be very
accessible to patients and clients.

Attach a floor plan drawing for the facility which includes legible labeling of patient care
rooms (noting private or semi-private), ancillary areas, equipment areas, etc. on an
8 1/2” x 11” sheet of white paper. (Not applicable to home health or hospice agency
applications.)

NOTE: DO NOT SUBMIT BLUEPRINTS. Simple line drawings should be submitted and
need not be drawn to scale.

See Attachment B, V.

For a Home Health Agency or Hospice, identify:

1.

Existing service area by County;



2 Proposed service area by County;
3. A parent or primary service provider;
4 Existing branches; and

5. Proposed branches.

SECTION C: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of Need shall be
granted unless the action proposed in the application for such Certificate is necessary to provide
needed health care in the area to be served, can be economically accomplished and maintained,
and will contribute to the orderly development of health care.” The three (3) criteria are further
defined in Agency Rule 0720-4-.01. Further standards for guidance are provided in the state health
plan developed pursuant to Tennessee Code Annotated §68-11-1625.

The following questions are listed according to the three (3) criteria: (I) Need, (Il) Economic
Feasibility, and (lIl) Contribution to the Orderly Development of Health Care. Please respond to
each question and provide underlying assumptions, data sources, and methodologies when
appropriate. Please type each question and its response on an 8 1/2" x 11" white paper. All
exhibits and tables must be attached to the end of the application in correct sequence identifying
the question(s) to which they refer. If a question does not apply to your project, indicate “Not
Applicable (NA).”

QUESTIONS

NEED

1. Describe the relationship of this proposal toward the implementation of the State Health Plan
and Tennessee’s Health: Guidelines for Growth, if applicable.

a. Please discuss how the proposed project will relate to the 5 Principles for Achieving
Better Health found in the State Health Plan. Please list each principle and follow it with
a response.

Response:

Healthy Lives

This project promotes maternal and newborn health by providing a safe, cost-effective,
comfortable option for low-risk mothers. A study in 2013 based on data from 79 birthing
centers in 33 states showed that only 6% of women who planned deliveries at a birth
center were transferred to a hospital for a cesarean section; only 1.9% of mothers or
newborns required emergent transfer during labor or after birth; and there were no
maternal deaths. “Outcomes of Care in Birth Centers: Demonstration of a Durable
Model,” Journal of Midwifery & Women'’s Health, Vol.58, No.1, January/February 2013.

Access to Care

The birthing center model currently does not exist in Nashville, with the closet birthing
center located about 75 miles away. This project will make the birthing center alternative
available to low-risk mothers in the Nashville area. In addition, the applicant intends to

10
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contract with all TennCare MCOs in the area, thus assuring access to the facility by low
income mothers.

Economic Efficiencies

As demonstrated elsewhere in the application, the birthing center model is a cost-
effective alternative to hospital-based care for low-risk mothers. The average charge for
low-risk deliveries in 2012 at the Nashville hospitals for which the Department of Health
has data was $11,687, and these charges do not include the professional services. The
applicant’s global charge for all services will be $7,500.

Quality of Care

Quality of care in the proposed facility is assured. Midwife staffing and the Medical
Director will be provided by VUMC pursuant to a Professional Services Agreement. The
facility plans to qualify for accreditation by the Commission on the Accreditation of Birth
Centers, as is MCA'’s center in Rogers, AR.

Health Care Workforce

The facility will support the development of nurse midwives by offering a facility in which
deliveries are handled by nurse midwives. In addition, the facility will enter into a clinical
affiliation agreement with Vanderbilt University School of Nursing, pursuant to which the
facility will be a site for clinical training.

Please provide a response to each criterion and standard in Certificate of Need
Categories that are applicable to the proposed project. Do not provide responses to
General Criteria and Standards (pages 6-9 of the Guidelines for Growth) here.

Response: Responses to the criteria in the Guidelines for Growth applicable to Birthing
Centers are as follows:

1. The approval of a birthing center will be made only when it is demonstrated that the
accessibility to adequate obstetrical and gynecological services in the applicant's
geographical service are limited and/or there are special circumstances which
require additional services.

Response: While there are several high-quality obstetrical programs at Nashville
hospitals, the birthing center model is not currently available to low-risk mothers in
the area. Vanderbilt has a nurse midwife program, but it is located inside the
hospital, a tertiary referral hospital for obstetrical services, caring for patients from a
broad region with complicated, high-risk pregnancies. The facility proposed by the
applicant will create the option for a completely different birthing experience that is
not available in Nashville. The closet birthing center to Nashville is located in
Cookeville, approximately 75 miles away.

2. A specific service area should be identified and all existing providers of obstetrical
services in that service area should be identified. Service area shall mean the county
or counties represented by the applicant as the reasonable area to which the facility
intends to provide services and/or in which the majority of the service recipients
reside. The service area should be based on an optimal balance between population
density and service proximity.

11
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Response: Given the outpatient nature of the service, the applicant expects at least
80% of its patients to be Davidson County residents. The existing providers of
obstetrical services are as follows: Vanderbilt University Medical Center, St. Thomas
Midtown Hospital, Centennial Medical Center, Nashville General Hospital, Summit
Medical Center, Skyline Medical Center and Southern Hills Medical Center.

The female population aged 15-44 in the service area should be identified. The

current year's population and the population four years hence should be used.

Response:
Davidson County — Female, Aqe 15-44 Population
2014 2015 2016 2017 2018
148,724 148 468 148,146 148,162 148,342

Source: TN Department of Health, Division of Policy, Planning and Assessment,
Office of Health Statistics

. The relationship of the socio-demographics of the service area and the projected

population to receive services should be considered. The proposal's sensitivity to
and responsiveness to the special needs of the service area should be considered,
including the accessibility to consumers, particularly women, racial and ethnic
minorities, and low-income consumers.

Response: The applicant plans to contract with all TennCare MCOs in the market.
Given the lack of birth center options in the market and the involvement of Vanderbiit
in the clinical operations of the facility, the applicant expects that its facility will be
well-received by both TennCare MCOs and patients covered by TennCare. The
facility otherwise will be accessible to all patients regardless of race or ethnicity.

. The applicant must identify the existing facilities providing obstetrical services in the

service area and their utilization.

Response:

Live Births from JARs

Nashville Hospitals

With Obstetrical Service 2013 2012 2011
St. Thomas Midtown 6,092 6,522 6,879
Nashville General 543 689 680
Vanderbilt 4,554 4,246 3,843
Centennial Medical Center N/A 2,998 2,613
Summit Medical Center N/A 1,112 1,192

2013 JAR not available

. The applicant must indicate the distance and approximate travel time that patients in

need of emergency obstetrical services would have to travel to the nearest acute
care facility to receive emergency care.

12
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Response: The closest hospital to the applicant’s facility will be VUMC, a distance of
less than one (1) mile. The facility will have a transfer agreement with VUMC.

7. The applicant must indicate the modes of transportation that will be used by

obstetrical patients for emergency transfer. The applicant must have written
protocols, procedures, and transfer agreements for the appropriate transfer of
patients to a nearby acute care facility offering obstetrical services for emergency
care.

Response: The applicant’s protocols and procedures for emergency situations are
attached under Attachment C, Need-1.b.8., which also includes a copy of a letter
from VUMC confirming its intent to enter info a transfer agreement with the applicant.

. The charges for obstetrical services for the proposed facility should be indicated and

compared to those of existing obstetrical service providers in the proposed service
area.

Response: The only source that the applicant has been able to identify for obstetrical
charges is the 2012 Tennessee Hospital Discharge Data Report created by the
Tennessee Department of Health. This report shows charge data for various DRGs
classified by severity under the categories of “minor”, “moderate” and “major”. In the
case of Vaginal Delivery (DRG 560), the applicant believes the category of ‘minor”
includes the low-risk birth cases that it will serve. The charge data from the Report
for Nashville hospitals for DRG 560 in the minor category are as follows:

Nashville General - $5,836

St. Thomas Midtown (formerly Baptist) - $12,885
Vanderbilt University Hospitals - $10,548

TriStar Centennial Medical Center - $16,188
TriStar Summit Medical Center - $12,976

The applicant’s proposed charge for is a delivery is $7,500. It should be noted that
this is global charge, including all services provided in connection with a delivery.
The hospital charges do not include physician charges or newborn charges, so an
“apples-to-apples” comparison is not possible.

. The applicant must document the availability of adequate professional staff to

provide services 24 hours a day, seven days a week, as per licensing requirements;
to deliver all designated obstetrical services in the proposal. The governing body of
the birthing center must appoint a medical director who is board certified in
obstetrics/gynecology or family practice. Each physician practicing or consulting in
the birthing center shall have admitting privileges at a designated back-up hospital.

Response: As noted elsewhere in the application, the applicant will have a contract
with Vanderbilt University Medical Center to provide nurse midwife and medical
director services at the facility. This contract will provide a level of staffing that meets
or exceeds licensing and certification requirements.

10. The applicant must demonstrate that the proposed obstetrical services will be

offered in a physical environment that conforms to applicable federal standards,
manufacturer's specifications, and licensing agencies' requirements.

13



4.

Response: As confirmed by the architect’s letter mcluded“' at Attachment C,
Economic Feasibility-1(Architect Letter), the facility will comply will all applicable
code and licensing requirements. In addition, the appllcant is experienced in
designing and furnishing birth centers to meet patient expectations for comfort and
home-like amenities.

c. Applications that include a Change of Site for a proposed new health care institution
(one having an outstanding and unimplemented CON), provide a response to General
Criterion and Standards (4)(a-c) of the Guidelines for Growth.

Describe the relationship of this project to the applicant facility’s long-range development
plans, if any.

Response: Maternity Centers of America has a long-range plan of providing the birthing
center option for low-risk mothers in as many markets as possible in the U.S. In developing
new birthing centers, MCA will seek collaboration with existing hospital-based obstetrical
services, consistent with its vision that birthing centers are complementary to hospital-based
services. The project proposed in this application is an example of the type of collaboration
that MCA hopes to achieve in other markets.

Identify the proposed service area and justify the reasonableness of that proposed area.
Submit a county level map including the State of Tennessee clearly marked to reflect the
service area. Please submit the map on 8 1/2” x 11” sheet of white paper marked only
with ink detectable by a standard photocopier (i.e., no highlighters, pencils, etc.).

Response: The applicant considers Davidson County as its primary service area. In light of
the outpatient nature of birthing center services, the applicant expects that at least 80% of its
patients will be Davidson County residents.

See Attachment C, Need - 3.

A. 1) Describe the demographics of the population to be served by this proposal.

Response: The demographic characteristics of Davidson County are described on
Attachment C, Need - 4.A.(1).

2) Using population data from the Department of Health, enrollee data from the Bureau
of TennCare, and demographic information from the US Census Bureau, please
complete the following table and include data for each county in your proposed
service area:

Response: The service area for the project is Davidson County, and the target
population is Females Age 15-44.

Demographic Variable/ Service State of

Geographic Area Area Total TN Total

Total Population — Current Year 656,385 6,588,698

Total Population — Projected Year 682,330 6,833,509
Total Population - % change 3.95% 3.72%

*Target Population — Current Year (2014) 148,724 1,301,018

*Target Population — Projected Year (2016) 148,146 1,326,526

14
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Demographic Variable/ Service State of
Geographic Area Area Total TN Total

Target Population - % Change (.39%) 1.96%
Target Population — Projected Year as % of Total 22.7% 19.7%
Median Age 33.9 38
Median Household Income $46,676 $44,140
TennCare Enrollees 120,575 1,207,604
TennCare Enrollees as % of Total 18.37% 18.33%
Persons Below Poverty Level 115,935 1,097,876
Persons Below Poverty Level as % of Total 18.5% 17.3%

Sources: Department of Health Population data; Bureau of TennCare enrollee data; US Census demographic data

B. Describe the special needs of the service area population, including health disparities,
the accessibility to consumers, particularly the elderly, women, racial and ethnic
minorities, and low-income groups. Document how the business plans of the facility will
take into consideration the special needs of the service area population.

Response: The focus of the project will be low-risk mothers. The applicant expects to be
contracted with all TennCare MCOs that operated in Middle Tennessee, and the facility
will be accessible to low income women.

5. Describe the existing or certified services, including approved but unimplemented CONs, of
similar institutions in the service area. Include utilization and/or occupancy trends for each of
the most recent three years of data available for this type of project. Be certain to list each
institution and its utilization and/or occupancy individually. Inpatient bed projects must include
the following data: admissions or discharges, patient days, average length of stay, and
occupancy. Other projects should use the most appropriate measures, e.g., cases,
procedures, visits, admissions, etc. Projects including surgery should report the number of
cases and the average number of procedures per case.

Response: All current obstetrical services in Nashville are in hospitals. There follows a chart
of Nashville hospitals providing obstetrical service with the number of live births reported by
the hospitals in their JARs for the past 3 years.

Live Births from JARs

Nashville Hospitals

With Obstetrical Service 2013 2012 2011
St. Thomas Midtown 6,092 6,522 6,879
Nashville General 543 689 680
Vanderbilt 4,554 4,246 3,843
Centennial Medical Center N/A’ 2,998 2,613
Summit Medical Center N/A” 1,112 1,192

2013 JAR not available

6. Provide applicable utilization and/or occupancy statistics for your institution for each of the
past three (3) years and the projected annual utilization through the two (2) years following
completion of the project. Additionally, provide the details regarding the methodology used to
project utilization. The methodology must include detailed calculations or documentation
from referral sources, and identification of all assumptions.
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Response: The applicant projects a total of 345 cases the first year of operation and 480
cases the second full year. Based on the significant unmet demand for the birth center option
and the project’s relationship with VUMC, these projections are easily achievable.

ECONOMIC FEASIBILITY

1. Provide the cost of the project by completing the Project Costs Chart on the following page.
Justify the cost of the project.

21377318v1

All projects should have a project cost of at least $3,000 on Line F. (Minimum CON
Filing Fee). CON filing fee should be calculated from Line D. (See Application
Instructions for Filing Fee)

The cost of any lease (building, land, and/or equipment) should be based on fair
market value or the total amount of the lease payments over the initial term of the
lease, whichever is greater. Note: This applies to all equipment leases including by
procedure or “per click” arrangements. The methodology used to determine the total
lease cost for a "per click” arrangement must include, at a minimum, the projected
procedures, the "per click" rate and the term of the lease.

Response: The total lease payments over the initial 10 year term of the lease will be
$1,908,462.65. Per the letter from the building owner (Attachment C. Economic
Feasibility — 1(Building FMV)), the current fair market value of the entire building is
$936,000, so the aggregate lease payments are used as building cost for the
certificate of need application.

The cost for fixed and moveable equipment includes, but is not necessarily limited
to, maintenance agreements covering the expected useful life of the equipment;
federal, state, and local taxes and other government assessments; and installation
charges, excluding capital expenditures for physical plant renovation or in-wall
shielding, which should be included under construction costs or incorporated in a
facility lease.

For projects that include new construction, modification, and/or renovation;
documentation _must _be provided from a licensed architect or construction
professional that support the estimated construction costs. Please provide a letter
that includes:

1) a general description of the project;

2) estimate of the cost to construct the project to provide a physical
environment, according to applicable federal, state and local construction
codes, standards, specifications, and requirements; and

3) attesting that the physical environment will conform to applicable federal
standards, manufacturer's  specifications and licensing agencies’
requirements including the most recent AIA Guidelines for Design and
Construction of Hospital and Health Care Facilities.

Response: See architect letter attached under Attachment C, Economic
Feasibility — 1(Architect Letter).
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PROJECT COSTS CHART

A. Construction and equipment acquired by purchase:
1. Architectural and Engineering Fees $28,500.00
2. Legal, Administrative (Excluding CON Filing Fee), $30.000.00
Consultant Fees
8l Acquisition of Site
4, Preparation of Site
5 Construction Costs $449,083.00
6. Contingency Fund
[F Fixed Equipment (Not included in Construction Contract) $82,645.00
8. Moveable Equipment (List all equipment over $50,000) $32,052.00
9. Other (Specify)
B. Acquisition by gift, donation, or lease:
1. Facility (inclusive of building and land) $1.908,462.65
2. Building only
81 Land only
4, Equipment (Specify)
5. Other (Specify)
C. Financing Costs and Fees:
1. Interim Financing
2. Underwriting Costs
3. Reserve for One Year's Debt Service
4 Other (Specify)

D. Estimated Project Cost
(A+B+C)

E. CON Filing Fee

F. Total Estimated Project Cost

(D+E)

21377318v1

TOTAL
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$2,530,742.65

$5,694

$2,536,436.65




2. ldentify the funding sources for this project.

Please check the applicable item(s) below and briefly summarize how the project will be
financed. (Documentation for the type of funding MUST be inserted at the end of the
application, in the correct alpha/numeric order and identified as Attachment C,
Economic Feasibility-2.)

[[] A. Commercial loan—-Letter from lending institution or guarantor stating favorable initial
contact, proposed loan amount, expected interest rates, anticipated term of the loan,
and any restrictions or conditions;

[] B. Tax-exempt bonds--Copy of preliminary resolution or a letter from the issuing authority
stating favorable initial contact and a conditional agreement from an underwriter or
investment banker to proceed with the issuance;

[[] C. General obligation bonds—Copy of resolution from issuing authority or minutes from
the appropriate meeting.

[] D. Grants--Notification of intent form for grant application or notice of grant award; or
E. Cash Reserves--Appropriate documentation from Chief Financial Officer.
[] F. Other—ldentify and document funding from all other sources.

See funding confirmation at Attachment C, Economic Feasibility- 2.

3. Discuss and document the reasonableness of the proposed project costs. If applicable,
compare the cost per square foot of construction to similar projects recently approved by the
Health Services and Development Agency.

Response: The reasonableness of the construction cost is confirmed by the letter from the
project architect (Attachment C, Economic Feasibility-1(Architect Letter)). The most recent
birthing center project approved by the Agency was Infinity Birthing Center, CN0705-042, in
Cookeville. The construction cost involved in that project was $121.50 per sq. ft., so the
construction cost for the project in this application ($ 103.24 per sq. ft) compares favorably.
By way of additional comparison, the median cost for hospital renovation construction in
certificate of need applications 2011-2013 is $179.00 per sq. ft.

4. Complete Historical and Projected Data Charts on the following two pages--Do_not modify
the Charts provided or submit _Chart_substitutions! Historical Data Chart represents
revenue and expense information for the last three (3) years for which complete data is
available for the institution. Projected Data Chart requests information for the two (2) years
following the completion of this proposal. Projected Data Chart should reflect revenue and
expense projections for the Proposal Only (i.e., if the application is for additional beds,
include anticipated revenue from the proposed beds only, not from all beds in the facility).

Note that “Management Fees to Affiliates” should include management fees paid by
agreement fo the parent company, another subsidiary of the parent company, or a third party
with common ownership as the applicant entity. “Management Fees to Non-Affiliates” should
also include any management fees paid by agreement to third party entities not having
common ownership with the applicant. Management fees should not include expense
allocations for support services, e.g., finance, human resources, information technology,
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legal, managed care, planning marketing, quality assurance, etc. -;=1fbaf have been

consolidated/centralized for the subsidiaries of a parent company. -';a;

5. Please identify the project's average gross charge, average deductior *from operating
revenue, and average net charge.

Response: The gross charge for labor and delivery will be $7,500, the average deduction will
be $2,500 and the average net charge will be $5,000. This is a global charge and includes all
services provided in connection with a labor and delivery case.
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HISTORICAL DATA CHART

Give information for the last three (3) years for which complete data are available for the facility or
agency. The fiscal year begins in (Month).
Year Year Year

A. Utilization Data (Specify unit of measure)
B. Revenue from Services to Patients

1. Inpatient Services $ $ $

2.  Outpatient Services

3. Emergency Services

4 Other Operating Revenue

(Specify)
Gross Operating Revenue $ $ $
C. Deductions from Gross Operating Revenue
1. Contractual Adjustments $ $ $

2.  Provision for Charity Care
3.  Provisions for Bad Debt

Total Deductions $ $ $
NET OPERATING REVENUE $ $ $
D. Operating Expenses
1.  Salaries and Wages $ $ $
2. Physician’s Salaries and Wages
3. Supplies
4, Taxes
5. Depreciation
6. Rent
7. Interest, other than Capital
8. Management Fees:
a. Fees to Affiliates
b. Fees to Non-Affiliates
9. Other Expenses — Specify on Page 23
Total Operating Expenses $ $ $
E. Other Revenue (Expenses) — Net (Specify) $ $ $
NET OPERATING INCOME (LOSS) $ $ $
F. Capital Expenditures
1.  Retirement of Principal $ $ $
2. Interest
Total Capital Expenditures $ $ $
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES $ $ $
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PROJECTED DATA CHART

Give information for the two (2) years following the completion of this proposal. The fiscal year

begins in January (Month).

Year 2016 Year 2017

21
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A. Utilization Data (Births @ Birth Center) 345 480
B. Revenue from Services to Patients
1. Inpatient Services $ $
2. Outpatient Services 2,587,500 _ 3,600,000
3. Emergency Services
4. Other Operating Revenue (Specify) Retail, Classes 235,942 360,534
Gross Operating Revenue $.2,823,442 $ 3,960,534
C. Deductions from Gross Operating Revenue
1. Contractual Adjustments $ 785298 $.1,092588
2.  Provision for Charity Care 280,464 390,210
3.  Provisions for Bad Debt 56,093 78,042
Total Deductions $ 1,121,855 $_1,560,840
NET OPERATING REVENUE $ 1,701,587 $_.2,399,694
D. Operating Expenses
1.  Salaries and Wages $ 785579 $_ 814,910
2. Physician’s Salaries and Wages 0 0
3. Supplies 234,610 389,251
4., Taxes 0 0
5. Depreciation 917 2.017
6. Rent 176,119 179,642
7. Interest, other than Capital
8. Management Fees
a. Fees to Affiliates 0 0
b. Fees to Non-Affiliates 0 0
9. Other Expenses — Detail on Following Page 343,327 341,177
Total Operating Expenses $_1,540,552 $ 1,726,997
E. Other Revenue (Expenses) — Net (Specify) $ $
NET OPERATING INCOME (LOSS) $ 161,035 $_ 672,697
F. Capital Expenditures
1. Retirement of Principal $ $
2. Interest
Total Capital Expenditures $ 0 $ 0
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES $__161,035 $_ 672,697



HISTORAL DATA CHART - OTHER EXPENSES ol

]
=

OTHER EXPENSES CATEGORIES Year Year Yemél'
1 $ $ $
2.
<l
4.
5.
6.
7.
Total Other Expenses $ $ $

PROJECTED DATA CHART - OTHER EXPENSES

OTHER EXPENSES CATEGORIES Year 2016  Year _ 2017
1. Payments to Vanderbilt for Professional $ 343327 $ 341,177
Services
Total Other Expenses $ 343,327 $ 341,177
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6. A. Please provide the current and proposed charge schedules for the proposal. Discuss
any adjustment to current charges that will result from the implementation of the
proposal. Additionally, describe the anticipated revenue from the proposed project and
the impact on existing patient charges.

Response: The applicant’s proposed charge for a labor and delivery case will be $7,500,
which will cover all services provided in connection with a delivery.

B. Compare the proposed charges to those of similar facilities in the service area/adjoining
service areas, or to proposed charges of projects recently approved by the Health
Services and Development Agency. If applicable, compare the proposed charges of the
project to the current Medicare allowable fee schedule by common procedure
terminology (CPT) code(s).

Response: The only source that the applicant has been able to identify for obstetrical
charges is the 2012 Tennessee Hospital Discharge Data Report created by the
Tennessee Department of Health. This report shows charge data for various DRGs
classified by severity under the categories of “minor”, “moderate” and “‘major”. In the
case of Vaginal Delivery (DRG 560), the applicant believes the category of “minor”
includes the low-risk birth cases that it will serve. The charge data from the Report for

Nashville hospitals for DRG 560 in the minor category are as follows:

Nashville General - $5,836

St. Thomas Midtown - $12,885

Vanderbilt University Hospital - $10,548
TriStar Centennial Medical Center - $16,188
TriStar Summit Medical Center - $12,976

The applicant’s proposed charge for is a delivery is $7,500. It should be noted that this
is global charge, including services provided in connection with a delivery. The hospital
charges do not include professional charges or newborn charges, so an “apples-to-
apples” comparison is not possible.

7. Discuss how projected utilization rates will be sufficient to maintain cost-effectiveness; how
financial viability will be ensured within two years; and demonstrate the availability of
sufficient cash flow until financial viability is achieved.

Response: As indicated in the Projected Data Chart, the project will achieve positive financial
results in the first full year, and the applicant has the resources to sustain the facility until
results are positive.

8. Discuss the project's participation in state and federal revenue programs including a
description of the extent to which Medicare, TennCare/Medicaid, and medically indigent
patients will be served by the project. In addition, report the estimated dollar amount of
revenue and percentage of total project revenue anticipated from each of TennCare,
Medicare, or other state and federal sources for the proposal’s first year of operation.

Response: The facility will contract with all TennCare MCOs serving Middle Tennessee. The
projected TennCare gross revenue in year 1 is $600,000 and in year 2, $1,080,000. In light of
the services to be provided, the facility will not serve Medicare patients.
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10.

Provide copies of the balance sheet and income statement from the most recent reporting
period of the institution and the most recent audited financial statements with accompanying
notes, if applicable. For new projects, provide financial information for the corporation,
partnership, or principal parties involved with the project. Copies must be inserted at the end
of the application, in the correct alpha-numeric order and labeled as Attachment C, Economic

Feasibility-9.

Response: The applicant has just been created and has no financial history. Maternity
Centers of America does not have an audited financial statement, but its balance sheet and
income statement as of May 31, 2014, is at Attachment C, Economic Feasibility -9.

Describe all alternatives to this project which were considered and discuss the advantages
and disadvantages of each alternative including but not limited to:

a. A discussion regarding the availability of less costly, more effective, and/or more
efficient alternative methods of providing the benefits intended by the proposal. If
development of such alternatives is not practicable, the applicant should justify why not;
including reasons as to why they were rejected.

Response: There is not alternative to provide the benefits of a birthing center other than
to establish such a facility as proposed by this application.

b. The applicant should document that consideration has been given to alternatives to new
construction, e.g., modernization or sharing arrangements. It should be documented that
superior alternatives have been implemented to the maximum extent practicable.

Response: The use of leased space for the project is the most cost-effective alternative
for a birthing center in close proximity to VUMC, which the applicant believes is
advantageous. The collaboration with VUMC with regard to midwife staffing and medical
directorship, in the applicant’s judgment, is clearly superior to the alternative of the
applicant attempting to employ its own midwives and identify a medical director.

CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

1.

List all existing health care providers (e.g., hospitals, nursing homes, home care
organizations, etc.), managed care organizations, alliances, and/or networks with which the
applicant currently has or plans to have contractual and/or working relationships, e.g., transfer
agreements, contractual agreements for health services.

Response: The applicant will have an agreement with VUMC under which VUMC will provide
nurse midwife staffing and a medical director. See Attachment C, Need-1.b.8. In addition, the
applicant will have a transfer agreement with VUMC. The applicant will enter into a clinical
affiliation agreement with Vanderbilt University regarding clinical training and instruction of
nursing students. The applicant plans to contract with all TennCare MCOs serving Middle
Tennessee, i.e., United Healthcare Community Group, Amerigroup, and TennCare Select.
The applicant will also seek contracts with major commercial insurers, including BlueCross
BlueShield of Tennessee, Cigna, United Healthcare, Aetna and Humana.

Describe the positive and/or negative effects of the proposal on the health care system.
Please be sure to discuss any instances of duplication or competition arising from your
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proposal including a description of the effect the proposal will have on the ufiization rates of
existing providers in the service area of the project.

Response: The project will have positive effects on the health care system;,because it will
provide a birthing center option for low-risk mothers in Nashville. The only obstetrical provider
in Nashville with a nurse midwife program is VUMC, but that hospital-based program is not
the birthing center model. The project will not materially affect VUMC. As stated in the lefter
from VUMC under Attachment C, Need-1.b.8, VUMC views the project as complementary to
its obstetrics program and it supports the project.

Provide the current and/or anticipated staffing pattern for all employees providing patient care
for the project. This can be reported using FTEs for these positions. Additionally, please
compare the clinical staff salaries in the proposal to prevailing wage patterns in the service
area as published by the Tennessee Department of Labor & Workforce Development and/or
other documented sources.

Response: The nurse midwife staff will be provided by VUMC under the contract previously
described. The only clinical staff that will be employed are nurses. In the first year, the project
will require a nursing staff of 1 full-time RN, and 2.4 RNs who will be on call to work as
needed. Projected salaries and prevailing wages are as follows:1 full-time nurse at $46,000
per year and 2.4 nurses FTEs with each such nurse working an average of 32 hours per
week at $30/hour and $5 per hour for time spent on call. The salary range for nurses in the
service area is $44,710 to $68,600.

Discuss the availability of and accessibility to human resources required by the proposal,
including adequate professional staff, as per the Department of Health, the Department of
Mental Health and Substance Abuse Services, and/or the Department of Intellectual and
Developmental Disabilities licensing requirements.

Response: The applicant’s ability to obtain and maintain the midwife staff is assured through
the professional services contract with VUMC. The nursing staff that is readily accessible in
the local market.

Verify that the applicant has reviewed and understands all licensing certification as required
by the State of Tennessee for medical/clinical staff. These include, without limitation,
regulations concerning physician supervision, credentialing, admission privileges, quality
assurance policies and programs, utilization review policies and programs, record keeping,
and staff education.

Response: The applicant has reviewed and understands all applicable licensing and
certification requirements for professional staff.

Discuss your health care institution’s participation in the training of students in the areas of
medicine, nursing, social work, etc. (e.g., internships, residencies, etc.).

Response: The applicant plans to enter into a Clinical Affiliation Agreement with Vanderbilt
University, so that the applicant’s facility will be a site for the clinical training and instruction of
students at the Vanderbilt School of Nursing.

(a) Please verify, as applicable, that the applicant has reviewed and understands the
licensure requirements of the Department of Health, the Department of Mental Health
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and Substance Abuse Services, the Department of Intellectual and Developmental
Disabilities, and/or any applicable Medicare requirements.

Response: The applicant has reviewed and understands the licensure requirements of
the Department of Health for Birthing Centers.

(b) Provide the name of the entity from which the applicant has received or will receive
licensure, certification, and/or accreditation.

Licensure: Response: Tennessee Department of Health
Accreditation: Response: Commission on the Accreditation of Birth Centers

(c) If an existing institution, please describe the current standing with any licensing,
certifying, or accrediting agency. Provide a copy of the current license of the facility.

Response: Not applicable.

(d) For existing licensed providers, document that all deficiencies (if any) cited in the last
licensure certification and inspection have been addressed through an approved plan of
correction. Please include a copy of the most recent licensure/certification inspection
with an approved plan of correction. Please also discuss what measures the applicant
has or will put in place to avoid being cited for similar deficiencies in the future.

Response: Not applicable.

8. Document and explain any final orders or judgments entered in any state or country by a
licensing agency or court against professional licenses held by the applicant or any entities or
persons with more than a 5% ownership interest in the applicant. Such information is to be
provided for licenses regardless of whether such license is currently held.

Response: Not applicable.

9. Identify and explain any final civil or criminal judgments for fraud or theft against any person
or entity with more than a 5% ownership interest in the project.

Response: Not applicable.

10. If the proposal is approved, please discuss whether the applicant will provide the Tennessee
Health Services and Development Agency and/or the reviewing agency information
concerning the number of patients treated, the number and type of procedures performed,
and other data as required.

Response: The applicant will provide the Agency and the Department of Health with
requested information regarding number of patients, number and types of procedures and
other data as required.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with the mast
and dateline intact or submit a publication affidavit from the newspaper as proof of the
publication of the letter of intent.

Response: A full page from The Tennessean dated June 10, 2014, is attached immediately
following this page.

NOTIFICATION REQUIREMENTS

(Applies only to Nonresidential Substitution-Based
Treatment Centers for Opiate Addiction)

Please note that Tennessee Code Annotated 68-11-1607(c)(3) states that “...Within ten (10) days
of filing an application for a nonresidential substitution-based treatment center for opiate addiction
with the agency, the applicant shall send a notice to the county mayor of the county in which the
facility is proposed to be located, the member of the House of Representatives and the Senator of
the General Assembly representing the district in which the facility is proposed to be located, and
to the mayor of the municipality, if the facility is proposed to be located within the corporate
boundaries of a municipality, by certified mail, return receipt requested, informing such officials that
an application for a nonresidential substitution based treatment center for opiate addiction has
been filed with the agency by the applicant.”

Please provide this documentation.

DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is valid for a
period not to exceed three (3) years (for hospital projects) or two (2) years (for all other
projects) from the date of its issuance and after such time shall expire; provided, that the
Agency may, in granting the Certificate of Need, allow longer periods of validity for
Certificates of Need for good cause shown. Subsequent to granting the Certificate of Need,
the Agency may extend a Certificate of Need for a period upon application and good cause
shown, accompanied by a non-refundable reasonable filing fee, as prescribed by rule. A
Certificate of Need which has been extended shall expire at the end of the extended time
period. The decision whether to grant such an extension is within the sole discretion of the
Agency, and is not subject to review, reconsideration, or appeal.
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0101744255 s . =~
\ HOTIFICATION OF W/
‘wmﬂtﬁuﬂﬁmﬂﬂ OF NEED

(0101744243
NOTIFICATION OF INTENT TO APPLY FORA |
"~ CERTIFICATE OF NEED
This is to provide official notice to the
Health Services and Development Agern-
cy and all Interested parties, in accord-
ance with T.C.A. § 68-11-1601 et seq., and
the Rules of the Health Services and De-
velopment Agency, that:
Bah* + Company Nashville, a proposed
_ : Baby + Com-
any Nashville 1 LLC with an cwnershép
ype of limited habtlﬂ¥ ccmgany intends
to file an application for a Certificate of
Need to establish a Birthing Center in
leased space at 2106 21st Avenue, Nash- |,
ville, TN'37212. The facility will include 5
birthing suites, 3 examination rooms, and
various support areas. The facllity will oc-
c_u[,uy appmxlrnatellv 4,350 sq, ft. The proj-
ect does not involve licensed beds, the
actluismqn_ of major medical equipment
or the initiation of a health care service

for which a cerfificate of need s re-

uired. The total project cost s
$2,536.435.65.
he anticipated date of filing the applica-

tion is: June 13,2014
The contact person for this project is
pan Elrod,  Attorney, who may be
reached at: Butler Snow LLP, 150 3rd Ave-
nue South, Suite 1600, Nashville, TN,
37201615 / 651-6702.
Upon wiitien request by interested par-
lies, a local Fﬁcbﬁnldhl&epuhﬁc hearing
shall be conducted. Written requests for
hearing should he sent to:

Health Services and Development

Agencr
Andrew Jackson Building, 9th floor
502 Deaderick Street

Nashvllle, Tennessee 37243
(A) Any health care institution wishing to
oppose a Certificate of Need applicatin
must file a written notice with the Health
services and Develugment Agency no lat-
er than fifteen (15) days hefore the regu-
larly scheduled Health Services and De-
velopment Agenc]y meeting at which the
application s originally. scheduled; and
(B) Any pther person wishing to oppose
the application must file written objec-
tion with the Health Services and Devel-
opment A%ency at or prior to the consid-
eration of the application by the Agency.

This is to provide official notice to the
Health Services and Development Agen-
cy and all interested parties, in accord-
ance with T.C.A. Sections 68-11-1601 et
seg.. and the Rules of the Health Services
and Development Agency, that TriStar
Skyline Medical Center (a hospital)
owned and managed by HTI Memoria
Hospital Curpcratmr’ (a corporation); in-
tends lo file an application for a Certifi-
cate_of Need to Increase its medical-
surgical and Intensive care bed capacity
at its maln campus at 3441 Dickerson
Pike, Nashville, TN 37207 by a net of ten
(10) beds, by renovation of existing
spaces, at a capital cost estimated at ap-
roximately $4,000,000. Simuitaneously
en (10) licensed beds will be closed at
TriStar Skyline's satellite campus in Da-
vidsan County.

Tristar Sl<?tll'ne Medical Center is current-
ly licensed as an acute care hospital py



1. Please complete the Project Completion Forecast Chart on the next page. If the project
will be completed in multiple phases, please identify the anticipated completion date
for each phase.

2. If the response to the preceding question indicates that the applicant does not
anticipate completing the project within the period of validity as defined in the
preceding paragraph, please state below any request for an extended schedule and
document the “good cause” for such an extension.

Form HF0004
Revised 08/01/2012

Previous Forms are obsolete
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PROJECT COMPLETION FORECAST CHART
Enter the Agency projected Initial Decision date, as published in T.C.A. § 68-11-1609(c): 9/24/2014

Assuming the CON approval becomes the final agency action on that date; indicate the number of
days from the above agency decision date to each phase of the completion forecast.

Anticipated Date

DAYS

Phase REQUIRED (MONTH/YEAR)
1. Architectural and engineering contract signed 30 10/2014
2. Construction documents approved by the Tennessee

Department of Health 60 11/2014
3. Construction contract signed 60 11/2014
4. Building permit secured 90 12/2014
5. Site preparation completed 90 12/2014
6 Building construction commenced 90 12/2014
7.  Construction 40% complete 120 1/2015
8. Construction 80% complete 150 2/2015
9. Construction 100% complete (approved for occupancy) 180 3/2015
10. *Issuance of license 180 3/2015
11. *Initiation of service 180 3/2015
12. Final Architectural Certification of Payment 210 4/2015
13. Final Project Report Form (HF0055) 210 4/2015

* For projects that do NOT involve construction or renovation: Please complete items
10 and 11 only.

Note: If litigation occurs, the completion forecast will be adjusted at the time of the final
determination to reflect the actual issue date.
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AFFIDAVIT -

STATEOF 7/ enyessee

COUNTY OF iy, Ason

=
DK/M /’f L= (/o / , being first duly sworn, says that he/she

is the applicant named in this application or his/her/its lawful agent, that this project will be

completed in accordance with the application, that the applicant has read the directions to
this application, the Rules of the Health Services and Development Agency, and T.C.A.
§ 68-11-1601, et seq., and that the responses to this application or any other questions

deemed appropriate by the Health Services and Development Agency are true and

SIGNATURE/TITLE

complete.

i
Sworn to and subscribed before me this 3 day of Tu 115 : /'QO ]4 a Notary
(Month) (Year)

Public in and for the County/State ofDCW(O(SOVt LU Uun 'h/l / ennessec

%A/ﬁu g W

WO c o, NOTARY PUBLIC

/|
Moh/DROTARY

§ KN
My commission expires /V)a‘ é% .' wm‘%f;w;ﬁ.% 5?0 / ,é:

My Commission Explres MA& 8,2018
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Delaware ...

The First State

I, JEFFREY W. BULLOCK, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY "BABY+COMPANY NASHVILLE 1 LLC" IS
DULY FORMED UNDER THE LAWS OF THE STATE OF DELAWARE AND IS IN
GOOD STANDING AND HAS A LEGAL EXISTENCE SO FAR AS THE RECORDS OF
THIS OFFICE SHOW, AS OF THE SECOND DAY OF JUNE, A.D. 2014.

AND I DO HEREBY FURTHER CERTIFY THAT THE ANNUAL TAXES HAVE

NOT BEEN ASSESSED TO DATE.

SN SR

effrey W. Bullock, Secretary of State
5542274 8300 AUTHEN TION: 1415797

DATE: 06-02-14

140782826

You may verify this certificate online
at corp.delaware.gov/authver.shtml
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Froa:HOROWITZ & HAAKELL 6153292056 06/09/2014 10:30 4525 P.004/008

Tha Tenani's Advaniaga
e Lom

June §, 2014

Dan Balctilera

Eakin Partners

1600 Divislon Street, Sulte 600
Nashvile, TN 37203

RES Lelter of Intent for the proposed feace bel Babsy+Carnpany Nashyliie 1LLE (“Tenant™) and
David Horowitz (*Landlord™) at 2106 21 Ave.

Dear Dan;

This Letter of Tntent Is Intended to ootine the 1erms and conditions under which Tenant would enter fite

negotlations with Landlord to lease space at 2106 21 Ave {the “Builkding”). This Laiter of Tntent ks

expressly conlingent upon fnal corporate appraval by Tenant and Lhe negotiation and execution of
tualh bla lease .

¥

LOCATION:
2106 24" Ave §
Hashville, TN 32212

PREMISES:
Appioxtmalely 9,200 rentabla square feet an (he 1* 2* and 3 flors

POSSESSION DATE:
Oclober 3, 2014

LEASE COMMENCEMENT)
Januwy §, 2045

TERM Of LEASE(
123 Months

FHEE RENT:
3 tlanths

BASE RENTALt

Years 1-3 $120,000 annvally
Yoars -5 $149,000 annually
Years §-10 $179,000 snnually




From:HOROWIT2 & HARWELL §153293058 06/09/2014 10:29 #525 P.003/008

The Tenant’s Rdvartaga
ot.om

|
June 5, 2014

ESCALATION:

2% unuudl escalations

TENANT IMPROVEMENT ALLOWANCE!
None

EXISTING CONDITION:

Londord will deliver the Premises I “as-Is" and 4hera-1s™ cosditlon, however, Landlord shall be

1esponsible to deliver the ha Premisas demised, Bmldfnq stlucluml systems; roof system; plunibing

ystems (to (nclude all connectd and distribution of pi g to existing Internal appllances); window

s window g, elevat L ; the base bullding HVAC mechsnical systems;

tha lmu bulldiog clectideal systenis; lhu fire and lite: sa!m sysiems; Lhe floor and the calling free from

Iatent and slructusal defects, In good and proper working onder and In full comallanca with all laws,

building codes and ordlnances which govem the use and occupancy of office bulkdings.

TENANT IMPROV!MENT CONSTRUCTION:

Tenant shall self- the I wsing appropriately licensed architects, general conlractors,
suli-contraclors, and ather vendors. Landloed orees lo coordinate nncl work with Terant to seleet and
approve the architect, general cantractar, sub-contractors, and other vandors necessary o complels the
process of lenant impeovement and relocation. Tenant agress to perfoun the contiruction manajenent
withln the reasanabla guidelines of the bulding nies and regulations and egrees to coardinate in kind
willi Landiord Lo select and approve the Gengral Contractor, Suh Contractors, and ather vendoes
necessary (o comiplete the process of ienant improvement ind relocation,

RIGHT OF FIRST REFUSAL: - Y o
\{ Landlord shal pravide a Right of AT Refda for Ure 4,65 5F on the 79 Tor” M (i1

SECURITY DEPOSIT:
Tenant shall provide secutity deposit pqual to One Monlh's Base Rent, TBO based on review of finaoclals,

SIGNAGE!
Tenant shall ba permiited, at ts soke cost; 16 Install signagea on Lhe Duliding bonument sign as well as the
Building provided it mects Landtord approval and alf clty/goveromental signage codes.

ASSIGNMENT/SUBLEASE:!
Tenant may 8s8ign the Lease or sublex alf or a poition of Ve Premises with Laraflord’s prior weltten
consent, which will not be unreasonably withfield.

PARKING:

Tenant shall have (hree dedicated parking spaces located [nymediately adjscent to the enuanes to the
bullding. One (1) dedlcated parking space shal) be reserved and Jdentified 4s an AMBULANCE spbee, no
parking anytime and two (2) dedicated spaces shall be reserved for "Materny Ceater Cllents Only™ In
sddiuon 16 Usa reserved parking spaces, Tenant shail have the right on non-exclusive use, in commen
with others, of tha outdaor, ground level aulomoblie patking.

Pldﬂll Inhbe) Raal Exala




From:HOROWITZ & HASWELL 6153293058 06/09/2014 10:29 ¥525 P.002/000

LBl Tha Teoant's Advanlage
e esa tom

ciresa

June 5, 2014

QPTION TO TERMINATE!
Tenant shall have (ha right (o terminste with six (5) months advanae wiitten natice after the fifth (5')

year of the Jease, As penalty, Tenant shall pay all unamoriized costs of leastng (l.¢, tenant

ts, free rent, brod lsslon and tegal fees) plus four {4) month's teal penalty.
Lcaslng costs 5hnll ba delennined by aggregating the entire amount crealing an amortization schedule
over 120 months at 8% per annum.

EXCLUSTIVITYS
Landiosd shall not loaga space in the Building lo any campeling birthing centers, doulas, lactation, of

idwifary unksea tha Tenanl has subleasad 50% o more of lis ofiglnal Premisey,

BROKERAGE;

Landlord acknowledges Qress bs Tenant’s braker and shail pay a commisslon pursuant to a separate
agreement. .

CONTINGENCEIS:

This Letter of Intent Is tontingent upon the approval of Tenant's Doard of Diectors, 8 mutvally ageeed
upon Epaca plan and pridny as well as Lha recelpt of a cenlificale of need from Lthe Tennessee Heallh
Serylees and Development Agency,

Wa look forward to completing a transaclion with you as soon as passitle,

Thank you, Dan, for your Ume and consideration,

Respectiully,

(2] (‘u_::"
Peter ), Hosetton
Sendor Advisor

phosefiondiorcsa com
(303) 302 - 1627




Fron:HOROWITZ & HARWELL 6153243058

-s
"W
Cresa
June 5, 2014

Tenanl: 8aby+Company Nashviila 1 LLT

Agreed and aceapted this Jday of Jyna, 2014.

By:

Name:

Ntle: _.EVP_C.th' ini a.l_—_

Landtord; David Horowlts
Agreed and accapted this _Qi‘]__aay of June, 2014,

b o AV NORARIT/
.

e _IND.

Pastry b Gl Rual Extite

0870912014 10:31 ¥525 P.005/008

The Tenant's Advantage
Aréla eam
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2106 215t Ave, Nashville TN

Parcet ID 10412002260

} Owner HORQWITZ, DAVID H. 5T UX
{ mm
ﬁ. 3 mﬁ. Q >< Acquired i
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} ! 5_. 1 Dotument —— —
i i o P
] > raperty
7 F h_. __ o~ i 11/17/1993
7 A Y O Property 196 2157 4vE'S
M_X; Lo Address =
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f M_.MWMM 312
» Census Tract 16800
Council
Distict 2
o M 10 tand Use
GFFICE BUILDING LOW-RISE Te tlass
5 wwammmmo st i€ 00t 3 Zoning Gesignat
Bormarg p
PR dipgs 7 USD/GSD  URBAN SERVICES DISTRICT
5
= Service
= AreafField 24 02720
P y s
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Unitversity Empl CU ™ 58 _.Msw
I Appraised SAB3AQ
Improvement a
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Total
Appraised L
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VANDERBILT UNIVERSITY }‘I MEDICAL CENTER

G. Wright Pinson, M.B.A., M.D.
Deputy Vice Chancellor for Health Affairs

June 10, 2014 Chief Executive Officer, Vanderbilt Health System
Senior Associate Dean for Clinical Affairs

Ms. Cara Osborne

Executive Vice President
Maternity Centers of America
5302 Village Parkway

Suite #3

Rogers, AR 72758

Dear Ms. Osborne,

This letter is to confirm our continued discussions regarding Baby+Company Nashville 1 LLC
proposal to establish a birthing center.

As discussed, Vanderbilt University Medical Center (VUMC) is willing to provide the Medical
Director and midwives as mutually determined to support the birth center. The details and other
terms of an agreement under which VUMC will provide the services described will be
memorialized in a definitive agreement acceptable to both parties.

In addition, it is VUMC?s intent to provide the necessary transfer agreement from the center, to
be located at 2106 21%* Avenue South, Nashville, Tennessee, 37215, to VUMC, located at 1211
Medical Center Drive, Nashville, Tennessee, 37232.

As the leader of midwifery services in Middle Tennessee, VUMC views this project as
complementary to obstetrical services and other resources in the market. Low-risk maternity
patients will welcome the availability of the birth center model in the community.

Sincerely,

il O f Z >
C. Wiight'Pinson, MBA, MD
Deputy Vice Chancellor for Health Affairs

Senior Associate Dean for Clinical Affairs
CEO of'the Vanderbilt Health System

cc: Jim Corum, Vice President, Business Development
Ginna Felts, Consultant, Business Development
Luke Gregory, Chief Executive Officer, Monroe Carell Jr. Children’s Hospital at Vanderbilt -
David Posch, Chief Executive Officer, Vanderbilt University Hospital and VMG

1161 21st Avenue South tel 615.343.9324
D3300 Medical Center North fax 615,343.2330
Nashville, TN 37232-2104 wright.pinson@vanderbilt.edu



BABY+COMPANY - NASHVILLE Policies & Procedures Manual ~ Section 7: Management of Intrapartum Care 7.25

P. Intrapartum Transfer

Policy
1. Clients who present with evidence of intrapartum risk will be transferred to the hospital
for physician management at VUMC.

2. In non-emergency situation, means of transfer will be decided upon by CNM and
family. This will generally be by private car, but is dependent upon status of labor and
condition of mother.

3. A copy of the prenatal chart will be printed and taken to the hospital with the mother or
infant transferred.

4. The attending CNM will accompany the family to the hospital.

5. Emergency transfer procedure and emergency timesheet are in a prominent location in
the birthing suites.

6. Emergency transfer procedure for mother and infant will be known by all staff
members, and drills will be held at regular intervals.

Procedure
1. Criteria

a. In general, the following situations will require ambulance transfer:
1) Cord prolapse
2) Uncontrolled hemorrhage
3) Maternal seizures
4) Severe fetal distress
5) Newborn requiring resuscitation during transport
6) Any transport required with birth imminent
7) Any situation in which it is CNM's judgment that transport is best
accomplished per ambulance

b. Inanemergency, if CNM judges that transport can be accomplished faster via
private car, and ambulance personnel and equipment are not needed, car transport
may be initiated.

2. Non-Emergency Transfer

The decision to transfer will be made by the CNM and family.

The CNM will notify the receiving hospital (VUMC) of the transfer, including the
receiving MD and L&D Charge RN.

c. The mother will be prepared for transfer, records completed, and duplicate records
compiled.

d. Mother will be assisted to vehicle.




BABY+COMPANY - NASHVILLE Policies & Procedures Manual ~ Section 7: Management of Intrapartum Care 7.26

c.

The CNM will accompany family to hospital and remain with them until the
situation has been resolved.

3. Emergency Transfer

d.

As soon as the problem is identified, the CNM will inform the consulting
physician. She/he will then inform the appropriate unit and individuals at the
receiving hospital.

The CNM will attend to the mother as necessary and accompany client in the
ambulance to the hospital.

The birth assistant will:

1) Call Ambulance Service, using the emergency phone number, and state:

"Baby+Company - Nashville has emergency maternal or neonatal transfer to
Labor and Delivery/NICU at VUMC. Come to the side door. Our phone is
372-4560.

2) Give record to CNM for copying at the hospital.

3) Assist CNM in attending mother and preparing for transfer.
4) Record all times and other notes on emergency timesheet.
5) Meet ambulance attendants.

6) After family and CNM have left center, call receiving unit with:
a) estimated time of arrival
b) status report

7) Perform usual clean-up and closure of center

For infant transfer:

1) CNM will place infant in warm blankets in mothers arm with proper oxygen;
chemical mattress may be used if needed. Will see that DeLee suction and
ambubag are readily available.

2) Record will be copied before leaving the birth center if time allows, otherwise
will be printed out at the primary transfer hospital.

3) Transport cord bloods and placenta to if infant going to VUMC.

4. Procedure After Arrival at VUMC

a.

Non-emergency maternal transfer-to the primary transfer hospital

1) Proceed to Labor & Delivery.

2) Wheelchair is available at front desk.

3) Ensure that BABY+COMPANY - NASHVILLE record is copied for the
primary transfer hospital.

Emergency maternal transfer-to the primary transfer hospital

1) Proceed in ambulance to Emergency entrance. Admission will be a direct
admit to L&D.

2) Ambulance attendants will take mother via stretcher to Labor & Delivery.




L
5

BABY+COMPANY - NASHVILLE Policies & Procedures Manual ~ Section 7: Manageméit of Intrapartum Care 7.27

3) Ensure that BABY+COMPANY - NASHVILLE recorﬁﬂis copied for hospital
chart.

¢. Neonatal transfer to the primary transfer hospital
1) Proceed to 5™ floor of VUMLC.
2) Ensure that mother’s records are copied for the primary transfer hospital chart.

6. The attending CNM is responsible for completion of all records upon return to the birth
center, including adding a copy of the primary transfer hospital delivery summary to the
BABY+COMPANY - NASHVILLE record.

7. A list of all emergency numbers is posted in the desk drawer of each birth room. This
list shall be maintained and updated as changes occur.

May 2014
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Davidson County QuickFacts from the US Census Bureau Page 1 of 2

State & County QuickFacts

Davidson County, Tennessee

Davidson
People QuickFacts County Tennessee
Population, 2013 estimate 658,602 6,495,978
Population, 2012 estimate 648,801 6,454,914
Population, 2010 (April 1) estimates base 626,684 6,346,1 15
Population, percent change, April 1, 2010 to July 1, 2013 5.1% 2.4%
Population, percent change, April 1, 2010 to July 1, 2012 3.5% 1.7%
Population, 2010 626,681 6,346,105
Persons under 5 years, percent, 2012 7.1% 6.3%
Persons under 18 years, percent, 2012 21.9% 23.1%
Persons 65 years and over, percent, 2012 10.7% 14.2%
Female persons, percent, 2012 51.6% 51.2%
“White alone, percent, 2012 () essw 79.3%
Black or African American alone, percent, 2012 (a) 28.1% 17.0%
American Indian and Alaska Native alone, percent, 2012
(a) 0.5% 0.4%
Asian alone, percent, 2012 (a)r 3.2% 1.6%
Native Hawaiian and Other Pacific Islander alone, percent,
2012 (a) 0.1% 0.1%
Two or More Races, percent, 2012 2.2% 1.6%
Hispanic or Latino, percent, 2012 (b) 9.9% 4.8%
White alone, not Hispanic or Latino, percent, 2012 57.1% 75,1%
“Living in same house 1 year & over, percent, 2008-2012  70.0% 84.4%
Foreign born persons, percent, 2008-2012 11.8% 4.5%
Language other than English spoken at home, pct age 5+,
2008-2012 15.5% 6.6%
High school graduate or higher, percent of persons age
25+, 2008-2012 85.9% 83.9%
Bachelor's degree or higher, percent of persons age 25+,
2008-2012 35.0% 23.5%
Veterans, 2008-2012 39,498 493,980
Mean travel time to work (minutes), workers age 16+, 2008
-2012 23.1 241
Housing units, 2012 286,678 2,834,620
Homeownership rate, 2008-2012 55.4% 68.4%
Housing units in multi-unit structures, percent, 2008-2012 37.1% 18.2%
Median value of owner-occupied housing units, 2008-2012 $167,200 $138,700
Households, 2008-2012 255,887 2,468,841
Persons per household, 2008-2012 2.37 2.51
Per capita money income in past 12 months (2012 dollars),
2008-2012 $28,513 $24,294
Median household income, 2008-2012 $46,676 $44,140
Persons below poverty level, percent, 2008-2012 18.5% 17.3%
Davidson
Business QuickFacts County Tennessee
Private nonfarm establishments, 2011 17,809 129,489"
Private nonfarm employment, 2011 377,254 2,300,54.21
Private nonfarm employment, percent change, 2010-2011 1.8% 1.6%’
Nonemployer establishments, 2011 57,150 473,451
“Total number of firms, 2007 64653 545348
Black-owned firms, percent, 2007 11.1% 8.4%
American Indian- and Alaska Native-owned firms, percent,
2007 0.6% 0.5%
Asian-owned firms, percent, 2007 3.4% 2.0%
Native Hawaiian and Other Pacific Islander-owned firms,
percent, 2007 0.1% 0.1%
Hispanic-owned firms, percent, 2007 2.9% 1.6%
Women-owned firms, percent, 2007 26.8% 25.9%

htin://anickfacts.census.cov/afd/states/47/47037 html 6/11/2014



Davidson County QuickFacts from the US Census Bureau Page 2 of 2

““Manufacturers shipments, 2007 ($1000) 7,347,204 140,447,760
Merchant wholesaler sales, 2007 ($1000) 11,942,568 80,116,528
Retail sales, 2007 ($1000) 10,581,843 77,547,291
Retail sales per capita, 2007 $17,029 $12,563
Accommodation and food services sales, 2007 ($1000) 2,202,982 10,628,759
Building permits, 2012 2,963 20,147

Davidson

Geography QuickFacts County Tennessee
Land area in square miles, 2010 504.03  41,234.90
Persons per square mile, 2010 1,243.3 153.9
FIPS Code 037 47

Metropolitan or Micropolitan Statistical Area Nashville-

Davidson--

Murfreesboro

--Franklin,

TN Metro

Area

1: Includes dala not distribuled by counly.

(a) Includes persons reporting only one race.
(b) Hispanics may be of any race, so also are included in applicable race calegorles.

D: Suppressed to avold disclosure of confidential Informalion

F: Fewer lhan 25 fims

FN: Footnole on this ilem for this area in place of dala

NA: Not available

S: Suppressed; does nol meet publicalion slandards

X: Not applicable

Z: Value grealer lhan zero bul less than half unil of measure shown

Source U.S. Census Bureau: Slate and County QuickFacls. Dala derived from Population Estimates, American Community Survey,
Census of Populalion and Housing, Slate and Counly Housing Unit Estimales, County Business Patlemns, Nonemployer Stalistics,
Economic Census, Survey of Business Owners, Building Permits

Lasl Revised: Friday, 16-May-2014 06:54:18 EDT

httn://auickfacts.census.gov/afd/states/47/47037 . html 6/11/2014
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Fron:HOROWTTZ & HARMELL 6153292058 05/08/2014 10:31 ¥525 P, 000/008

Matarnity Center of Nashvilie, LLC &

Tennessen Commerclal Real estale Advisars, LLC d/b/a Cresa Nashville
2505 21 Aver South

Sulte 204

Nashyille, TN 37212

Pat your wriltan roquest, plesse accapit this Jatier as an Indicatlon of value for the proparty and
finprovements focaled al 2105 214 Ave Sauth, Nashyllle, TN 37212,

The value for the property and improvements located af 2106 21" Ave South, Nashville, TN 37212 I¢
$960,000, This valug Is based on the value determined by the Davidson County Praparty Assessor for
Nycal year 2014,

Please pote that this fe(ter does not consiitute an offer 1o sell tha property. There are mulliple
methodofogles Tor determining value, Further, There are many conslderations that an swner must
wilgh when determilning  sale price, soma of which moy not ba quantlflable using standard appraisal
and valuation methods.

Respectlully,
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SGA Design Group

June 4, 2014

Ms. Carla Hackett

Maternity Centers of America
Cara Osborne

5302 Village Parkway #3
Rogers AR 72758

RE: Baby+Company Nashville 1 LLC
2106 21* Avenue South, Nashville, TN

Dear Ms. Hackett,

In regards to the proposed Certificate of Need (CON), we are in the process of preparing
plans for the remodel and conversion of the existing facility for the Baby+Company
Nashville 1 LLC. The remodel and conversion will encompass the demolition of all
existing rooms, equipment, mechanical, electrical and plumbing systems and
replacement as necessary to fit the needs of the Birthing Center,

The plans call for five (5) birthing center rooms, three (3) exam rooiris, a classroom, a
kitchen / family room, support offices, accessible restrooms, storage, utility and entry
lobby spaces. The completed space will encompass 4,350 gsf (including shared
building spaces).

We have reviewed the Square Footage and Cost Per Square Footage Chart that has
been prepared for the CON to the state of Tennessee for this remodel and conversion.
The proposed cost of $449,126 or an average of $103.25 / SF for a 4,350 square foot
project appears reasonable and accurate in today’s construction market.

Based on our experience we believe the remodeled facility will meet the Guidelines for
Design and Construction of Health Care Facilities and all applicable local, state and

federal standards.

We have reviewed the applicable building codes adopted by the Authority Having
Jurisdiction (AHJ). As of the date of this letter they include:

SGA Design Group, P.C,

Page 1 of 2 1437 South Boulder, Suite 550, Tulsa, OK 74119.3609
p:i 918.587.8600 f: 918.587.8601

www.sgadesigngroup.com




Applicable Local Codés — City of Nashville
2006 International Building Code with local amendments
2006 International Residential Code with local amendments
2006 International Energy Conservation Code
2006 International Plumbing Code with local amendments
2006 International Mechanical Code with Jocal amendments
2006 International Fuel Gas Code with local amendments
2006 International Fire Code with ldgcal amendments
2011 National Electric Code with local amendments
2003 ICC / ANSI A117.1 Accessible and Usable Buildings and Facilities
2006 Life Safety Code (NFPA 101) with lécal amendments

Building Classification
Occupancy: Business
Type V-B Construction

If you have any further questions, please do hot hesitate to call. Sincerely,

ol W W

Paul McManus, AIA, NCARB
Principal

Irb

Page 2 of 2



Attachment C, Economic Feasibility - 2

Funding Letters

21487744v1



Tennesses Health Services

and Deveiopment Agency
Andrew Jacksen Building, 5th Fioor
502 Oeaterick Sirect

Naghwlie, TN 32243

Res Baby + Comparry Nashwille

Raar Agency

This laster eonfirms that Mateasdy Comtets of Amieica LLC, through cish on harid sand feues cormnitnunis
by its investorfewner Fortiess Equily Pavtners, 1P, bas sulfitient ruseurces to fund the stni-up eosts and
wotking capitnf of $254,974,

Vg tuy

Cata Osborne

EVI, Clinjes|




Fortress Equity Partners (A) LP
c/o Fortress Investment Group LLC
1345 Avenue of the Americas
New York, NY 10105

Maternity Centers of America LLC

306 NE Blake Street, Suite #200
Bentonville, Arkansas 72712
Attention: Cara Osborne, EVP - Clinical

Re: Baby + Company Nashville

Dear Cara:

This will confirm that we have resources available and are committed to fund the start-up expenses of
the Baby+Company Nashville project in an amount of approximately $627,974 and initial working capltal
in the amount of approximately $127,000, subject to the receipt of all regulatory approvals needed to
operate the project, signing a lease for the project and entering into a professional services contract
with Vanderbilt University Medical Center regarding the project.

Very truly yours,
~

W ,fx_.g..-—:
John Morrissey

Chief Financial Officer of Fortress Equity Partners GP LLC, the general partner of

Fortress Equity Partners (A) LP
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30
31
32
33
34
35
36
37

38
39
40
41
42
43
44
45

46
47
48
49
50
51
52
53

54
55
56
57
58
59
60
61
62
63
64
65
66
67

Revenues

Pre-Natal & Birth

150,175

Women Wellness

8,006

Retail

4,494

Class

2,078

Drug Revenue

Other Revenue

Total Revenues

164,753.62

COGS

Retail Product

(386)

Medical Supplies

(8,833)

Pharmaceuticals

(2,697)

IUD

Newborn Screening

Classes

Total COGS

(11,915.47)

Direct Other Expenses

Nurse Midwife

FTE Registered Nurse

FTE PRN Nurse

Executive Director

Field Sales Rep

Office Manager

Total FTE (excl. Part-Time Nurses)

Salaries

Benefits

Payroll Taxes

Medical Director (Service Level Agreement)

SON / SOM Management

Collaborating Physicians

Vandy Midwife Benefits & Taxes

Insurance Expense

(9,252)

Rent (3,500 sq ft)

(26,075)

Tenant Improv. Financing

Lease Opex

Marketing

(22,396)

Accounting Fees

(20,039)

Licenses and Fees

(39,029)




68
69
70

71

72
73
74
75
76
77
78
79
80

Clinical & Site Costs ~ (2,926)

Other (155,616)

Total Direct Other Expenses (704,580.39)

Total Operating Expenses (716,495.86)

EBITDA

'EBITDA Margin
Less: D&A

EBIT

Less: Interest
Pre-Tax Income
Plus: Other Income

Less: Net Taxes
Net Income (551,742.24)
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10
11
12

13
14
15
16

17
18
19
20
21

22
23
24
23
25
26
100
27
28
29

29

Assets

Cash 322,874
Accounts Receivable 128,145
Inventory 6,714
Prepaid WHA expenses -
Total Current Assets 457,733
Furniture & Equipméht o 76,962
Computer/Software 5,494
Leasehold Improvements 280,733
Total 363,189
Less: Acc. Depreciation (37, 846)
Total Fixed Assets 325,343
Birthing Center Start-Up Exp. -
‘Women's Health Start-Up Exp. -
Less: Acc. Amortization -
Net Start-up Expense -
Rent Deposit (rent f)aid per month) 4,572
Working Capital Reserve : B -
Deferred Tax Asset -
Goodwill ($350k purchase price) 392,921
Total Assets 1,180,569
Liabilities

‘Sam's Club Discover Card -
Credit Card Operations o -
Total Credit Cards -
Line of Credit 95,500
Total Payroll Liabilities 26,769
Birth Deposits B 99,165
Accounts Payable 59,042
Loan Payable - Birth Center 216,945
Deferred rent 8,215
Total Liabilities 505,635

Equity -




30
31
32
33
34

35

_B_eginning eqy_: Total

1,226,676

Plus: Net Income B ~ (551,742)
Plus: Fortress Working Capital Injection

Goodwill ($350k purchase price)

Total Equity 674,934
Total Liabilities & Equity- 1,180,569




State of Tennessee

Health Services and Development Agency

Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

www.tn.qov/hsda Phone: 615-741-2364 Fax: 615-741-9884

LETTER OF INTENT

The Publication of Intent is to be published in the _The Tennessean which is a newspaper
(Name of Newspaper)
of general circulation in _Davidson , Tennessee, on or before June 10 . 2014 |
(County) (Month / day) (Year)
for one day.

This is to provide official notice to the Health Services and Development Agency and all interested patrties, in
accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health Services and Development Agency,
that:

Baby + Company Nashville , _a proposed Birthing Center
(Name of Applicant) (Facility Type-Existing)
owned by: Baby + Company Nashville 1 LLC with an ownership type of limited liability company

intends to file an application for a Certificate of Need to establish a Birthing Center in leased space at 2106

215t Avenue, Nashville, TN 37212. The facility will include 5 birthing suites, 3 examination rooms, and various

support areas. The facility will occupy approximately 4, 350 sq. ft. The project does not involve licensed beds,

the acquisition of major medical equipment or the initiation of a health care service for which a certificate of

need is required. The total project cost is $2,.536,436.65.

The anticipated date of filing the application is: June 13 , 2014
The contact person for this project is _Dan Elrod Attorney
(Contact Name) (Title)
who may be reached at: Butler Snow LLP 150 3™ Avenue South, Suite 1600
(Company Name) (Address)
Nashville TN 37201 615 / 651-6702
(City) (State) (Zip Code) (Area Code / Phone Number)
L é//&/ZD/V Dan.Elrod@butlersnow.com
“ (Signature) 7/ (Pate) (E-mail Address)

The Letter of Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File
this form at the following address:
Health Services and Development Agency
Andrew Jackson Building, 9" Floor
502 Deaderick Street
Nashville, Tennessee 37243

(A) Any health care institution wishing to oppose a Certificate of Need application must file a written notice with the Health
Services and Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and
Development Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to
oppose the application must file written objection with the Health Services and Development Agency at or prior to the
consideration of the application by the Agency.

21400706v1



SUPPLEMENTAL-#1
-Copy-

Baby + Company

CN1406-022



SUPPLEMENTAL #1

June 27, 2014
BUTLER 1:20 pm

June 27, 2014

VIA HAND DELIVERY

Jeff Grimm

HSDA Examiner

Tennessee Health Services and
Development Agency

Andrew Jackson Building, 9™ Floor

502 Deaderick Street

Nashville, TN 37243

RE:  Certificate of Need Application, Baby + Company Nashville, CN1406-022

Dear Mr. Grimm:

Responses to the questions in your letter dated June 25, 2014, are below. Please let us
know if you need additional information.

1. Section A, Item 3 (Owner)

The June 2, 2014 documentation of Baby + Company Nashville 1 LLC’s status as a
Delaware Corporation is noted. Please also confirm the status of applicant’s registration
to do business in Tennessee.

Response: Baby + Company Nashville LLC filed its application for admission in
Tennessee on June 23, 2014. A copy of the application is attached as Attachment A. The
Applicant has complied with requirements for admission.

Since Licensure Rules indicate the entity will be governed by a board with specific
oversight responsibilities (Chapter 1200-8-24-.04), who will be the members of the
board? In your response, please also briefly describe the organization of the board in such
a manner that the process it will use to carry out its general responsibilities for the
clinical, business and financial affairs of the proposed Birthing Center can be fully
appreciated.

Response: The Board members will be as follows: Dr. Cara Osborne, MSN, CNM, ScD,
who is the CEO and EVP of Clinical Services for Baby + Company, Dr. Pamela Jones,
DNP, RN, NEA-BC, Chief Nursing Officer of VUMC, and Angela Wilson-Liverman MSN,

The Pinnacle at Symphony Place Dan H. ELroD T 615.651.6700
150 3rd Avenue South, Suite 1600 g 615.651.6702 F 615.651.6701
Nashville, TN 37201 dan.elrod@butlersnow.com www. butlersnow.com
21668813v1
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Jeff Grimm June 27, 2014
June 27,2014 1:20 pm
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CNM, FACNM, Department of Obstetrics and Gynecology, Division of Midwifery and
Advanced Practice at VUMC. The biographical summaries of the Board members are
attached under Attachment B. The individuals described in Attachment B are familiar
with the governance responsibilities in the licensing rules, and they have the clinical,
financial and business experience to fulfill these responsibilities.

2 Section A, Item 6 (Legal Interest in Site) and Section B, Project Description,
Item IL.B

The June 5, 2014 Letter of Intent (LOI) and discussion of the 4,350 square feet (SF) of
leased space for the proposed facility with Square Footage Chart is noted. The LOI
identifies what appears to be a total of approximately 9,200 rentable SF on the 1%, 2™ and
3™ floors of the existing building. The letter also notes that the landlord shall provide a
“Right of First Refusal for the 4,650 SF on the 2™ floor”. No mention is made of the
4,350 square feet identified by the applicant for the proposed birthing center as reflected
in this section, the SF Chart and the Project Costs Chart. Please clarify.

Response: The Applicant recognizes that the LOI is somewhat confusing, but it was
prepared in this manner at the insistence of the landlord. The total rentable square feet in
the entire building is 9,200 sq. fi.as referenced on page 1. Page 2 of the LOI references
the Applicants right of first refusal with regard to 4,650 sq. ft. on the second floor, thus
the amount of space initially dedicated to the birthing center is 4,350 sq. ft. (9,200-4,650
=4,350).

The lease payment schedule in the 6/5/14 LOI appears to total to a $1,374,000 lease cost
over 10 years in lieu of the $1,908,462.65 lease cost in the Project Costs Chart on
page 17. It is unclear if the amount applies to the 9,200 total square feet or the 4,650 SF
on the 2™ floor mentioned in the LOL In addition, it is unclear where how the applicant
came up with a $1,908,463 lease costs for the project. Please explain.

Response: In the course of responding to this question, the Applicant realized that the
total rent had been stated incorrectly in the original application. The total rent for 10
years is $1,255,187.86 instead of $1,908,462.65. A detailed calculation of the rent for 10
years is included under Attachment C. A revised Project Costs Chart and revised page 16
are attached under Attachment D.

Please include a brief description of the existing building that will house the proposed
birthing center noting year built, # floors, zoning status, and a brief history of its use,
including current occupancy status by other tenants and nature of same.

Response: The building was constructed in 1996. It is a 2-story, wood-frame building
zoned as Commercial Limited, which will accommodate Birthing Center occupancy. The
building also has a basement, which is why the LOI references 3 floors. The basement
has not been completed for occupancy, and The Applicant’s lease will not include the
basement. The current tenant for the building is Davishire Interiors, which will soon be

21668813v1
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vacating the building. The Applicant will be able to undertake necessary renovations
timely if the certificate of need is granted.

3. Section B, Project Description, Item II.A. and Item IV (Floor Plan)

In reviewing with the June 4, 2014 letter from the architect, please discuss and point out
on the floor plan how and from what location(s) the applicant intends to provide requisite
laboratory and food services as required in the Department of Health licensure rules
1200-8-24-.06 (7) and (12), respectively. Where will the applicant clean and re-sterilize
instruments and equipment?

Response: The plan included with application under Attachment B, IV indicates the room
for the required laboratory. The food service requirements in 1200-8-24-.06(12) will be
provided form the room labeled “Family Room/Kitchen” in the floor plan filed with the
original application. In the course of responding to this question, the Applicant realized
the floor plan filed with the original application had inadvertently omitted the
“Sterilization Room”, the space in which instruments and equipment will be cleaned and
re-sterilized. A correct floor plan is attached under Attachment E.

Will the Birthing Center design conform to the 2010 AIA Guidelines for Design and
Construction of Healthcare Facilities (or more recent version if available)?

Response: Yes.
4, Section C, Need, Item 1 (State Health Plan)

State Health Plan, Access — the absence of a licensed birthing center is noted. Given the
demographics provided on page 15 as to % of county population that are Tenncare
recipients & the % below the poverty level, please discuss the barriers to access facing
females of child bearing age. In your response, please include a brief description of how
the applicant plans to reach this population in creating awareness and demand for its
services. In your response, please also describe what opportunities exist for provider
participation in all the Tenncare managed care plans offered in Davidson County,
including new plans being offered statewide beginning 2015.

Response: Section 2301 of the Patient Protection and Affordable Care Act requires
Medicaid plans to reimburse for services in a licensed birthing center. The Applicant
understands that TennCare MCO plans already include the existing birthing centers in
the state their networks. In light of the fact that there is currently no birthing center in the
Nashville area, and in light of section 2301 of PPACA, the Applicant is confident that it
will be included in all TennCare plans covering enrollees in Middle Tennessee, including
those that may be offered in 2015 and subsequent years. The Applicant has been in
contact with the TennCare plans currently serving Middle Tennessee, and it has received
provider applications from them.

21668813v1
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State Health Plan, Health Care Workforce — the comments are noted, In terms of using
the facility for clinical training, would the opportunity be open to other schools of nursing
in addition to Vanderbilt? Would training be open to nurse midwifes & other clinical
professionals of the other Birthing Centers in the state. Please discuss.

Response: The Applicant is open to working with other schools of nursing for use of the
facility as training site. The Applicant believes that the clinical staff at other Birthing
Centers will have already been properly trained in order to comply with licensing and
accreditation standards. The Applicant, however, will invite clinical staff from other
Birthing Centers to participate in continuing education programs at the proposed facility.

5. Section C, Need, Item 1, Project Specific Criteria, Birthing Centers
Item 1:

The comments are noted. Other than the absence of a birthing center in the county, an
appreciation of the adequacy, capacity and utilization of existing hospital OB resources
and utilization would be appreciated. Hospital capacity measures from the Joint Annual
Report that may help illustrate same include OB bed complements & their utilization.
Please provide the requested metrics for the response to HSDA Examiner’s question # 8
(Section C, Need, Item 5) on page 5 of this correspondence.

Response: The requested metrics have been provided in response to question 8 below.

The question also provides an opportunity to address special circumstances which require
additional services. One area of interest might be any special circumstances arising out of
expanded insurance coverage options related to the provision of “essential benefits”
under the Affordable Care Act being offered through the Health Insurance Exchange.
Another may be the aspect of enhancing access for Tenncare recipients through the
applicant’s addition to MCO provider networks. Please comment

Response: As noted above, section 2301 of PPACA requires Medicaid plans to reimburse
Jor services at Birthing Centers, thus assuring the inclusion of the propose facility in
TennCare networks. In addition, the Applicant believes there is a growing awareness
among women and families of the cost and health benefits associated with low-risk
deliveries in Birthing Centers, as evidenced by the 2013 survey Childbirth Connection,
Listening to Mothers III , which found that 25% of women who have given birth in the
past year would prefer a birthing center if available.

Items 2 and 3:

For a further appreciation of the applicant’s Davidson County service area, please
complete the following table providing a summary of the total eligible female population
and the total number of births from 2010 through the most recent year that birth data is
available (e.g.2013).
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Births by Female Residents of Davidson County, 2010-2013

Female Births to Births at Female Resident
Population Female Residents Hospitals Births as a % of
Year ages 15-44 ages 15-44 In County Hospital Births
2010 147,746 9,557 15,042 63.5%
2011 148,719 9,601 15,204 63.1%
2012 148,795 9,721 15,567 62.4%
2013 148,927 not available 11,189 not available
% Change 8% 1.7% (2010-2012) | 3.5% (2010-2012) -1.7% (2010-
2012)

Item 4 — what indications does the applicant have that the facility will be well received
by TennCare MCOs? A discussion of provider network participation for this type of
service would be helpful and any related information pertaining to low risk births by
covered enrollees would be helpful here.

Response: See discussion under questions 4 and 5 above.

Please also include a description of arrangements that will be made to facilitate use by
ethnic minorities such as Hispanic speaking persons.

Response: Marketing and informational materials will be available in both Spanish and
English. Translation services will be available through the service known as Language
Line Solutions, which is a well-established translation service provider serving health
care providers, government agencies and businesses.

Item 5 — please include the additional metrics such as # OB beds and estimated bed
occupancy.

Response: See metrics provide in question 8 below.

Item 6 — the applicant’s plans to contract with VUMC as the back-up emergency transfer
hospital as confirmed in the June 10, 2014 letter from C. Wright Pinson, MBA, MD
(CEO of Vanderbilt Health System) is noted. Review of the draft emergency protocols
reveals that transfer by ambulance may be warranted in certain circumstances. Has the
applicant also contacted local emergency ambulance services? If so, please include a
letter(s) of support for the project from same.

Response: The Applicant has been in contact with the local ambulance service,
MooreCare Ambulance Service. The ambulance service has no reservations about
serving the facility, but did not feel that it was appropriate for it to submit a letter of
support. The discussions with the ambulance service included plans for an orientation
meeting when the facility is open and quarterly drills.
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The applicant states that the proposed birthing center is approximately 1 mile from
VUMC. Please provide a map showing (MapQuest or google maps) with facility
locations & name (s) of streets between same.

Response: The requested map is included under Attachment F.

Item 7 — please address consideration given to the use of fetal monitors at the proposed
birthing center in circumstances where risk increases after the labor and birthing process
begins. Please discuss the means and criteria by which the applicant intends to manage
this process if fetal monitoring is unavailable to detect fetal distress.

Response: The facility will comply with the standards for birthing centers established by
the Commission for the Accreditation of Birth Centers, which require monitoring by use
of intermittent auscultation with a hand held Doppler under the guidelines adopted by the
American Congress of Obstetricians and Gynecologists (ACOG).

Item 8 — hospital IP charges can be compared for Vaginal Deliveries (DRG540) on a low
— high severity of condition scale using information from the 2012 Tennessee Hospital
Charge Reports. This report can be found on the Department of Health/Health Statistics
link to the toolbox on the HSDA website. The applicant can also include a comparison to
charges of other existing birthing centers in Tennessee located in Knox, Wayne, Putnam
and Monroe Counties (all of these birthing centers are provider members of Blue Cross’s
Tenncare MCO plan). Please review the information provided in the TDH report (e.g. the
# of procedures by severity and average/median charge) and include a discussion of the
findings in your response.

Response: In the information in the application is from the 2012 Tennessee Hospital
Charge Reports document for DRG 560, which is Vaginal Deliveries. DRG 540 is
Caesarean Deliveries. The information in the application is for Vaginal Deliveries
classified as “minor”, on the belief that this classification most closely relates to the low
risk births that will occur in the proposed Birthing Center. The table below includes all
categories and the numbers of births associated with each category. As noted in the
original application, the patient charges in the Tennessee Hospital Charges Report do
not provide a meaningful comparison to the Applicant’s charges, because the hospital
charges do not include any professional fees or newborn charges, whereas the
Applicant’s charge is all inclusive.

Vaginal Delivery (DRG 560)

Minor Moderate Major
Hospital Name Number Charge Number Charge Number Charge
Nashville General Hospital 181 5,836 158 6,943 60 8,462
St. Thomas Midtown Hospital 2,259 12,885 1,211 14,961 185 20,293
Vanderbilt University Hospital 1,266 10,548 1,287 11,399 251 14,042
TriStar Centennial Medical Center 1,088 16,188 431 17,883 48 22,812
. TriStar Summit Medical Center 506 12,976 202 14,002 25 15,414
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According to the Department of Health website, the three Birthing Centers licensed in the
state are Infinity Birthing Center in Cookeville, Lisa Ross Birth and Women'’s Center in
Knoxville, and Women’s Wellness and Maternity Center in Madisonville. The Applicant
has been informed that the Birthing Centers are not required to file Joint Annual Reports,
and the Applicant is unaware of any other source of patient information regarding the
Tennessee birthing centers.

Item 9 — Your response is noted.

Please identify who the applicant proposed to appoint as the Medical Director and
provide documentation of the medical director’s professional credentials, including the
following: a copy of proposed medical director’s board certificate, curriculum vitae, letter
of hospital obstetrical admitting privileges, and the number of deliveries which the
appointee has supervised for each of the past three years.

Response: VUMC has not yet identified the individual it will provide as Medical
Director. The Medical Director will be board certified in obstetrics and gynecology, on
the faculty of Vanderbilt University School of Medicine and an experienced clinician. In
light of Vanderbilt’s national reputation medical education and clinical services, the
Applicant is confident that a highly-qualified, experienced physician will serve as
Medical Director. The Applicant will provide the Agency staff with the name and
credentials of the Medical Director when the individual has been identified.

Please provide documentation of the professional credentials for each of the physicians
who will be practicing at the proposed birthing center, including the following: a copy of
the physician’s board certificate, curriculum vitae, letter of hospital obstetrical admitting
privileges and the number of deliveries which the appointee has supervised for each of
the past three years.

Response: Birthing Centers are staffed solely by midwives and have no physicians on
staff other than the Medical Director.

6. Section C, Need, Item 2 and Section C, Orderly Development, Item 2

It appears that physicians of the OB service of VUMC are key potential referral sources
for the applicant. Given the other hospitals with OB services in the county and the large
private practice physician community, please describe the applicant’s plans to develop its
referral base, create awareness and otherwise create a market niche for the proposed
birthing center in the medical community.

Response: Birthing Centers do not rely on referrals from physicians and hospitals, but
patients chose the Birthing Center option as a matter of self-selection. The Applicant will
engage in a public awareness campaign in the Nashville area through various means,
including communication with primary care physicians and clinics, the Metro Nashville
Health Department and social services organizations.
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Please also comment on similar development activities with health insurance, local
business community leadership and elected public officials to gain support for the
facility. What are the expectations of these parties, if any, concerning the applicant’s
leadership and role in addressing the health care needs of the target maternal population
located in the county?

Response: Considering that 25% of recent mothers would prefer the birth center option if
available, and in light of the economic and health value associated with Birthing Centers
as confirmed by the coverage mandate in PPACA, the Applicant does not believe there
will be any lack of support from community and political leadership. The Applicant
anticipates working collaboratively with primary care physicians, health depariment sites
and women’s health advocates to promote awareness and understanding of the Birthing
Center option.

Please provide descriptions of the applicant’s plans to coordinate the referral of potential
OB patients to other providers that do not qualify for admission to the proposed birthing
center. Please also discuss the plans of members of the applicant’s physician and clinical
staff to coordinate patient care with the medical staffs of other hospitals that have the
capacity to absorb the additional volumes from the applicant’s birthing service.

Response: If a patient who is determined not to be a candidate for the Birthing Center
option, she will be provided a list of obstetricians and other resources that she can use in
determining her alternative. In the case of an urgent referral, the patient will be referred
to VUMC, consistent with VUMC providing the clinical staff for the Birthing Center. In
this situation, the patient’s relevant information will be transmitted immediately to labor
and delivery staff at VUMC in order to expedite care.

Section C, Need, Item (4.B.)

Please complete the following table providing the total eligible female population and the
total number of births to female residents of the 5-county service area during the most
recent year that birth data is available:

Female Population Births to Female Residents
Year age 15-44 ages 15-44
2010 147,746 9,557
2011 148,719 9,601
2012 148,795 9,721
2013 (if known) 148,927 unknown
% Change 8% 1.7% (2010-2012)
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8. Section C, Need, Item S

The table in the response is noted, review of TDH records on the Department’s website
(Special reports) reflects that there were 9,699 live births by Davidson County females
ages 15-44 in 2012. Using this number, your births in the response, and utilization
information from the hospital JAR, please add information for the total # of hospital OB
beds in service and their occupancy and complete the table provided below. As a
suggestion, the applicant may wish to obtain information for the table from the following
sections of the JAR: Schedule D for #OB beds and deliveries (vaginal and cesarean),
Schedule F and Schedule G (please refer to MDC 14 and identify the hospital’s patient
days for its OB beds to measure occupancy).

Hospital OB Capacity and Utilization in Davidson County, 2010 - 2013

2013 2012 2011 2010 |
# births by female
residents of county unknown 9,721 9,601 9,557
age 15-44
Total # births 11.189
e o (2 hospitals 15,567 15,207 15,042
Davidson County 116 repoitifg)
hospitals (JAR)
# births at hospitals
classified as vaginal Cezzgn?lel(;xgtﬁiii 3 9,766 9,365 9,102
deliveries
Total hospital OB 110 (exclud
excludaces
bedssetupand Centennial and 167 167 149
staffed (Post-Partum and Summit)
LDRPromnw_ _
OB Bed 91.6% (excludes
* d d beds at
occupancy bt | 0% 51.6% 95.3%
Summit
*Note: OB bed occupancy as based on patient days for MDC 14 in Schedule G
of Joint Annual Report

Based on the table, it appears that female residents of Davidson County ages 15-44 might
have accounted for 60% of all births reported by county hospitals in the 2012 JAR.
However, the percentage is lower when factoring in outmigration, other sites, etc. What
information can the applicant provide in this regard?

Response: While it is likely a reasonable assumption that most if not all Davidson County
mothers deliver in Nashville hospitals, the applicant is unaware of any source of publicly
available to confirm this. On the other hand, these numbers do establish that at least
approximately 40% of births in Nashville hospitals are delivered to mothers in-migrating
from other counties, and perhaps even more if some of the Nashville mothers are out-
migrating to other counties. The level of in-migration has nominal if any impact on the
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Applicant’s project, because the Applicant expects most patient will be Davidson County
residents.

9. Section C, Need, Item 6

The response is noted. Please identify & describe the factors that contributed to the
applicant’s projection of 345 cases in the first year increasing by approximately 40% to
480 cases in Year 2. Examples of factors that might apply to the initial estimate followed
by the 40% increase from Year 1 to Year 2 could include: discussions with patients,
number of patients inquiring about lower cost options; percent self- paying patient,
percent TennCare patients, etc.

Response: For the purposes of presenting a conservative projection, the applicant
assumed an extended ramp up period extending well into the first full year of operation.
This has the effect of causing the projection for the 2" full year to appear to be a
significant increase. As discussed in the original application and in this response, the
volume projection are easily attainable based on the demand for Birthing Center option,
the mandated coverage under PPACA, the number of potential patients and the cost and
health benefits associated with the Birthing Center model.

Please provide the birthing center’s utilization broken out by referral sources and payor
mix for Year 1 and Year 2. What payor class accounts for the majority of the 40%
increase in births at the proposed facility from Year 1 to Year 2 of the project?

Response: In the course of responding to this question, the applicant realized that
projected TennCare revenues in year 1 were misstated in the original application on
page 23. Year 1 TennCare revenues should have been stated as 3776,250 instead of
$600,000. Included as Attachment G is a replacement page 23.

The Applicant expects the payor mix for both years to be as follows:

TennCare — 30%
Commercial Insurance — 46%
Self-pay — 11%

Charity/Bad Debt — 13%

The Applicant expects the growth in year 2 to be essentially spread evenly across all
payor categories.

Please identify the number of referrals by source such as physicians and self-referrals to
help support the projected # births in Year 1 and Year 2.

Response: As explained above in response to question 6 above, Birthing Centers do not
rely on referrals from physicians and other providers, but patients self- refer based on
their desire to experience the benefits of the Birthing Center model.

21668813v1
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Using deliveries reported by the 5 hospitals in your response, please identify an estimate
for the # that might have been eligible for its birthing center option and complete the
table below. Note: the estimate could be based on the applicant’s experience in its
birthing centers in other states, medical research or information from referral sources.

Estimated #
Births by Eligible for Birthing
Hospital 2012 Total Births Vaginal Delivery Center Option

Vanderbilt 4,246 3,084 633

St. Thomas Midtown 6,522 3,966 1,130 |
Nashville General 689 350 91
Centennial 2,998 1,747 544

Summit 1,112 769 253

Response: Dr. Cara Osborne, the CEO of Baby + Company and the co-founder of
Maternity Centers of America, is a highly-accomplished clinician, researcher and
educator in the fields of midwifery and birthing centers. Dr. Osborne’s biographical
summary is included in Attachment B. Based on Dr. Osborne’s experience and judgment,
a conservative estimate of births eligible for the birthing center option is 50% of the
vaginal births classified as “minor” in the table set forth in the response to question 5,
item 8 above. The preceding table was completed using this estimate.

10. Section C, Economic Feasibility, Item 1 (Project Cost Chart)

As noted in the previous question pertaining to Section A, Item 6 (legal interest in site),
please clarify the amount of rentable square feet and the cost of the 10-year lease amount.
If in error, please provide a replacement page for the chart.

Response: Please see response to question 2 and Attachment C.
11. Section C, Economic Feasibility, Item 4 (Projected Data Chart)

The Projected Data Chart is noted. In terms of operating revenue, it appears that Year 1
gross revenue is $7,500 per birth and Year 2 is $8,251 per birth. Deductions are $3,252
per birth for both periods. Please explain the differences from the amounts provided
(note: differences may also apply to item 5 on page 19 and item 6 on page 23).

Response: Gross revenue per birth in year 2 is 37,500 (480 x $7,500=33,600,000), so it
is reasonable to assume that adjustments would be likewise similar.

Please provide a breakout of the amounts of the VUMC staffing support cost identified in
“other expenses” as to the amounts estimated for physician coverage and nurse midwife
coverage.
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Response: In the course of responding to this question, the applicant realized that some
expenses in the original Project Data Chart were classified incorrectly. The original
Chart mistakenly included in line D.1 payments to VUMC for midwife salaries, and the
payments to VUMC listed as “Other Expenses” mistakenly included miscellaneous
expenses that the facility will incur and pay directly. In addition, the amount of rent was
overstated as explained in the response to question 2 above. A revised Projected Data
Chart is included as Attachment H, which includes a more detailed explanation of “Other
Expenses.”

In response to the question asked, payments to VUMC in connection with midwife
services will be $634,375 annually in years I and 2, and payments for medical director
services will be $12,000 annually in years 1 and 2.

Considering the table below, please provide an explanation for the decreases in operating
expenses (as measured on a per birth basis), including the 30% decrease in VUMC’s
professional services. Please also summarize the rationale for the growth in births leading
to the 200% increase in the proposed birthing center’s net operating income (NOI).

Financial Indicator
(per projected birth Year 1 Year 2
basis) 345 births 480 Births % Change

Gross Revenue/Birth $8,185/birth $8.,251/birth 1% increase
Total Operating . . 0
Expenses/Birth $4,465/birth $3,600/birth 20% decrease
UM Professional $995/birth $710/birth 30% decrease

ervices
Net Operating Income $467/birth $1,400/birth 200% increase

Response: As noted above, gross revenue per birth is 87,500 in both years 1 and 2. The
difference in net operating income per birth between year 1 and year 2 results from
spreading fixed cost over more births. The labor cost associated with increasing volumes
from 345 to 480 (40%) increases only 329,331. It should be noted that the slight decrease
in the amount payable to VUMC from year 1 to year 2 is based on the assumption that
more clinical management time will be required in yearl in connection with
implementing policies and procedures, initiation of service, etc.

Given the start-up capital of $754,974 identified in the letter from John Morrissey, CFO,
Fortress Equity Partners, LP, should some amount be included in the Projected Data
Chart for repayment or will same be forgiven by MCA’s investor/owner? Please clarify.
If so, please describe the general terms that apply and include the amount as an expense
in a revised chart.

Response: The contribution to the owner from Fortress Equity Partners, LP, is an equity
investment and there is no repayment obligation.
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12. Section C, Economic Feasibility, Item 9

The consolidated and unaudited financial statements of Maternity Centers of America
(MCA) for the period ending May 31, 2014 are noted. In light of MCA’s net income loss
of $551,742, a current ratio of 0.8 to 1.0, and other MCA projects under development in
other states, please address what measures will be taken to reduce the financial risk of
this project.

Response: In light of the high demand for the Birthing Center option, the robust market
in Nashville for the option based on the number of uncomplicated births and the absence
of the options in the market, as well as the Applicant’s arrangement with VUMC, the
Applicant is confident of its ability to meet the financial projections. The Applicant also
notes that its private equity investor, Fortress Equity Partners, is the private equity arm
of Fortress Investment Group, LLC, a large, publicly traded asset management firm with
substantial assets, as reflected in its financial statements referenced in the next response.

Given the applicant’s investor/ownership relationship to Fortress Equity Partners (FEP)
and FEP’s start-up capital support, please provide the requested financial information
from FEP for the most recent 12-month operating period available.

Response: FEP does not prepare any public financial statements. For purposes of this
application FEP prepared a balance sheet as of May 31, 2014, which is included in
Attachment I FEP is wholly-owned by Fortress Investment Group, LLC. Also included
under Attachment I is an excerpt from the 2013 audited financial statement for Foriress
Investment Group, LLC, set forth in its 10k filing with the Securities and Exchange
Commission.

13. Section C, Orderly Development, Item 2

Please complete the following chart for the key positive and negative effects of the

proposed project:
Positive Effects Negative_lﬁ'ects
1) option to hospital setting 1) small reduction of volumes at Nashville

hospitals, mainly VUMC as it is the site of
the only current midwife program in the

city.

2) Provide low-risk mother with an option that | 2)
is more cost-effective, contributes to a
lower C-section rate and views child birth
as a naturally occurring event rather than a
health care event.
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Positive Effects Negative Effects
3) Creates an additional clinical site for 3)
_ training
4) Provides facilities for pre-natal education | 4)
Very truly yours,
BUTLER SNOW LLP

clw
Attachments
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STATE OF TENNESSEE |
Tre Hargett, Secretary of State

Division of Business Services

William R. Snodgrass Tower
312 Rosa L. Parks AVE, 6th FL
Nashville, TN 37243-1102

Baby+Company Nashville 1 LLC June 23, 2014
C/O MATERNITY CENTERS OF AMERICA LLC

STE 200

306 NE BLAKE ST

BENTONVILLE, AR 72712-5328

Filing Acknowledgment

Please review the filing information below and notify our office immediately of any discrepancies.

SOS Control # : 762219 Formation Locale:. DELAWARE
Filing Type: Limited Liability Company - Foreign Date Formed: 05/29/2014
Filing Date: 06/23/2014 3:50 PM Fiscal Year Close; 12
Status: Active Annual Report Due; 04/01/2015
Duration Term: Perpetual image #: 7353-2632
Managed By: Member Managed

Document Receipt
Receipt#: 1553191 Filing Fee: $300.00
Payment-Check/MO - CFS-1, NASHVILLE, TN $300.00
Registered Agent Address: Principal Address:
C T CORPORATION SYSTEM C/O FORTRESS INVESTMENT GROUP LLt
STE 2021 FL 46
800 S GAY ST 1345 AVENUE OF THE AMERICAS
KNOXVILLE, TN 37929-9710 NEW YORK, NY 10105-0302

Congratulations on the successful filing of your Application for Certificate of Authority for Baby+Company
Nashville 1 LLC in the State of Tennessee which is effective on the date shown above. Visit the TN Department of
Revenue website (apps.tn.gov/bizreg) to determine your online tax registration requirements,

You must file an Annual Report with this office on or before the Annual Report Due Date noted above and maintain a
Registered Office and Registered Agent. Failure to do so will subject the business to Administrative

Dissolution/Revocation.

Tre Hargett
Secretary of State
Processed By: Tammy Morris

Phone (615) 741-2286 * Fax (615) 741-7310 * Website: http://tnbear.tn.gov/
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Name

Cara Osborne

Position/ Title:

Assistant Professor

eRA COMMONS USER NAME (credential,

e.g., agency login)
CARAOSBORNE

479-575-5700

Eleanor Mann School of Nursing
University of Arkansas

606 Razorback Road

Education/Training

INSTITUTION AND LOCATION DEGREE YEAR(s) FIELD OF
(if applicable) STUDY

Mary Baldwin College, Staunton, VA 1995-1996 Biology
Transylvania University, Lexington, KY BA 1996-1999 Biology
Vanderbilt University, Nashville, TN MSN 1999-2001 Nursing
Harvard University, Boston, MA MS, SD 2002-2007 Public Health
Positions and Honors

Positions

The Birthplace at Wellesley Birth Center Midwife March 2002- Sept.2002

Brigham and Women’s Hospital Research Assistant Jan. 2002- Sept. 2002

Women’s Health Associates Staff Midwife Sept. 2003-Dec. 2004

Massachusetts General Hospital Staff Midwife Aug. 2005- Dec.2006

Frontier School of Midwifery Course Faculty July 2007-Dec. 2008

and Family Nursing
Frontier School of Midwifery
and Family Nursing

University of Arkansas

Course Coordinator

Assistant Professor

Jan. 2009- Aug. 2010

Aug. 2010-present

Birth Center of Northwest Arkansas ~ Co-Founder/Clinical Director Dec. 2011- present
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Private Practice, LLC VP of Informatics Aug. 2013- Dec. 2013
Baby+Company LLC CEO Jan 2014-present

Selected peer-reviewed publications (of Total N= §).

Susan Rutledge Stapleton CNM, DNP, Cara Osborne SD, CNM, Jessica Illuzzi MD, MS (2013) .
Outcomes of Care in Birth Centers: Demonstration of a Durable Model. Journal of Midwifery and
Women’s Health. 58 (1), 3-14.

Dunn, K. E., Osborne, C., & Link, H. J. (2012). Exploring the influence of students’ attribution
for success on their self-regulation in Pathophysiology. Journal of Nursing Education, 51(6),
353-357.

Dunn, K. E., Osborne, C., & Rakes, G. C. (in press/online first). It’s not my fault: Understanding

nursing students’ causal attributions in Pathophysiology. Nurse Education Today. Retrieved from
http://www.sciencedirect.com/science/journal/aip/02606917

Osborne C, Ecker J, Gauvreau K, Davidson K, Lieberman E. (2011) Maternal Temperature Elevation and
Occiput Posterior Position at Birth Among Low-Risk Women Receiving Epidural Analgesia. Journal of
Midwifery and Women's Health. 56 (5), 446-451.

Osborne C, Ecker J, Gauvreau K, Lieberman E. (2011). First Birth Cesarean and Risk of Antepartum
Fetal Death in a Subsequent Pregnancy. Journal of Midwifery and Women’s Health, 57 (3), 307.

Research Support

Centers for Medicare and Medicaid Services 02/15/2013 to 02/15/2017

Strong Start Program: Enhanced Prenatal Care to Decrease Preterm Birth

Role: Sub-award PI

College of Education and Health Professions 2012-2013 (academic year)
Identifying and Understanding Best Practices for Safe Clinical Practice through Simulation Research
Role: Co-PI

Foundation Grant, American Association of Birth Centers 08/01/11-07/31/12
Uniform Data Set

The goals of this project were to produce a descriptive analysis of the Uniform Data Set, a large birth
registry maintained by the organization, and to rework the data entry form and database.

Role: PI
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CURRICULUM VITAE

NAME: Pamela Q. Jones, DNP, RN, NEA-BC

HOME ADDRESS: 3943 Woodlawn Drive
Nashville, Tennessee 37205

BUSINESS ADDRESS: Vanderbilt University Medical Center
1161 21 Avenue South
MCN AA-1204
Nashville, TN 37232-2100
email: pam.jones@vanderbilt.edu

LICENSURES: Registered Nurse, Tennessee
Registered Nurse, Georgia, Inactive

EDUCATION
Vanderbilt University School of Nursing, Doctorate in Nursing Practice, August 2013

Vanderbilt University School of Nursing, May 1992, Masters of Science in Nursing, Health Systems
Management

Vanderbilt University School of Nursing, May 1981, Bachelors of Science in Nursing
OTHER EDUCATIONAL EXPERIENCE

The Johnson & Johnson/Wharton Fellows Program in Management for Nurse Executives, The Wharton
School, University of Pennsylvania, June 2011.

Patient Safety Executive Development Program, Institute for Healthcare Improvement, September 2010.
CERTIFICATIONS
American Nurses Credentialing Center, Nurse Executive Advanced, December 9, 2010 to December 8, 2015
HONORS AND AWARDS
Excellence in Teaching Award for Educational Innovation, Vanderbilt University School of Nursing, 2007
Member of Sigma Theta Tau Honor Society

PROFESSIONAL EXPERIENCE

Vanderbilt University Medical Center
Chief Nursing Officer/Associate Hospital Director, Patient Care Services,Vanderbilt University
Hospital, April 2008 — Present

Position is the Chief Nursing Officer for Vanderbilt University Hospital. Responsible for a total
annual budget of $136.3 million and 1561 full time equivalents (FTEs). Position has a dual direct
reporting to the Chief Executive Officer and Executive Chief Nursing Officer.
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Vanderbilt University Hospital is an regional referral center with 580 acute care beds. Services are
comprehensive and include; Level 1 trauma center, burn center, regional high-risk perinatal center
with fetal surgery program, heart and vascular institute, cancer institute, organ transplant program and
other general medical and surgical services. Chief Nursing officer position is responsible for all
inpatient nursing services, Emergency Department, LifeFlight helicopter and fixed wing programs,
respiratory therapy, social services, case management, utilization management and access. Vanderbilt
University Hospital has over 36,000 acute care discharges, 4,000 deliveries, 3,500 newborn
discharges, and 62,000 emergency department visits.

Vanderbilt University Medical Center received Magnet re-designation in April of 2012.

Vanderbilt University School of Nursing

Academic Appointments
Adjunct Assistant Professor, Vanderbilt School of Nursing, DNP Program, August 2013 - Present
Adjunct Assistant Professor, Vanderbilt School of Nursing, MSN Program, July 2009 — July 2012
Assistant Professor, Health Systems Management, September 2006 — March 2008
Instructor, Health Systems Management, April 2002 — September 2006

Teaching responsibilities in the Health Systems Management and Clinical Nurse Leader programs.
Particular areas of emphasis included leadership, financial management, strategic planning and
program development.

Administrative Appointments
Assistant Dean for Faculty Practice, February 2007 — March 2008
Business Officer, University Community Health Services, September 2006 — March 2008
Administrative Officer for Faculty Practice, March 2004 — September 2006
Coordinator Kellogg Birth Center Project, Instructor, April 2002 — March 2004

Administrative functions at VUSN included administrative oversight for the faculty practice division.
VUSN has one of the largest faculty practice divisions in the country. This role included the business
Officer role for University Community Health Services (UCHS). UCHS was a nurse-managed clinic
established by the school of nursing to provide care for underserved populations in Nashville and
surrounding areas. Contributed to the successful completion of an FQHC application for UCHS.

Baptist Women’s Pavilion Hospital, March 1999 — April 2002, Chief Executive Officer
Position was responsible for all operations of Baptist Women’s Pavilion Hospital, which was a 22 bed
women’s hospital located in the North Tower on the Baptist Campus. I was hired 6 months prior to
the hospital opening in October of 1999 and was responsible for operationalizing all aspects of the
facility. The facility included a six (6) bed operative suite that performed inpatient and outpatient
surgery and an LDPR unit with 2000 deliveries per year. The facility also included a comprehensive
breast center. This position also functioned as the Chief Nursing Officer for the organization.

Tennessee Christian Medical Center, August 1997 — March 1999, Chief Operating Officer
Executive position reporting to the CEO responsible for all operations of Tennessee Christian
Medical Center. Tennessee Christian Medical Center is a not for profit organization owned and
operated by Adventist Health System, Sunbelt. Operational responsibilities included a 234-bed
hospital facility located on the Madison Campus, a 36-bed satellite facility located in Portland,
Tennessee and multiple clinics and outpatient programs located throughout Middle Tennessee. Served
as a member of numerous corporate committees including Corporate Clinical Council, MIS Council,
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Formulary Development Task Force and Operational Strategic Planning Task Force.

Tennessee Christian Medical Center, April 1996 — August 1997, Vice President, Clinical and
Professional Services
Nursing executive position responsible for acute medical - surgical services, sub acute services and all
ancillary services. Functioned as Chief Nursing Officer responsible for clinical standards and
regulatory compliance.

Centennial Medical Center, May 1994 — January 1996, Vice President, The Women’s Hospital
Executive position reporting to the CEO of Centennial Medical Center responsible for The Women’s
Hospital. The Women’s Hospital is a 160 bed freestanding women’s hospital that includes an
outpatient diagnostic and treatment center. Areas of operational responsibility included: the
Neonatal Intensive Care Unit, Labor/Delivery/Recovery, High Risk Antepartum and Labor Unit,
Post-partum Unit, Well Baby Nursery, Pediatric Unit, Women’s Surgery Unit and Women’s Hospital
Health Center. Additionally functioned in a program development and physician liaison role for
operative services.

Responsibilities included strategic planning for Women’s Hospital, network development, new
program development and physician relations. Responsible for ensuring JCAHO compliance within
the Women’s Hospital.

Centennial Medical Center — West Side, October 1990 — May 1994, Administrative Director, Women’s
and Children’s Services
Nursing executive position reporting to the Vice President of Nursing. Areas of operational
responsibility included: the Neonatal Intensive Care Unit, Labor/Delivery/Recovery, High Risk
Antepartum and Labor Unit, Maternal-Infant Unit, Pediatric Unit, two Adult Medical and Surgical
Units and Women’s Resource and Procedure Center. Additional responsibilities include strategic
planning, program development and physician relations.

Centennial Medical Center — West Side, February 1990 — October 1990, Nurse Manager — Nurseries
Leadership responsibilities included a 20 bed Level III Neonatal Intensive Care Unit and a 32-bed
Well Baby Nursery. Position was responsible for the nursing operations of these two units as well as
marketing and physician relations. Served on the core planning team for the development of a new
Maternal-Infant Unit and the transition from LDRP to LDR.

Children’s Healthcare, Inc, February 1989 — February 1990, Deputy Corporate Director of Nursing
Leadership position that had primary responsibility for the nursing operations of Children’s
Healthcare. Children’s Healthcare is a pediatric home nursing company that had 6 local offices in
three states employing a total of 350 full/part time pediatric and neonatal nurses. Administrative
responsibilities included: supervision and evaluation of local Directors of Nursing, local office budget
determination, reimbursement rate negotiations with managed care companies, quality assurance,
JCAHO preparation, identification and development of new markets and program development in
existing markets.

Vanderbilt University Medical Center, April 1985 — February 1989, Nurse Coordinator

Pediatric Intensive Care Unit, Pediatric Intermediate Intensive Care Unit
Management position which had responsibility for a 16 bed pediatric intensive and intermediate care
unit.  Vanderbilt University Medical Center is a teaching and regional referral center.
Responsibilities included budget determination and monitoring, hiring and staffing decisions,
instituting progressive discipline,
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evaluating employee performance, scheduling and quality assurance on the unit level. Total FTE
responsibilities were 49.4.

Vanderbilt University Medical Center, March 1984 — April 1985, Assistant Nurse Coordinator

Neonatal Intensive Care Unit
Position was responsible for the 3-11 shift in the Neonatal Intensive Care Unit and Intermediate

Nursery.

Vanderbilt University Medical Center, January 1983 — March 1984, Staff Nurse, Neonatal Intensive

Care Unit
Staff nurse position responsible for total patient care provision for acutely ill neonates.

Henrietta Egleston Children’s Hospital, August 1981 — March 1982, Staff Nurse I and II, Neonatal
Intensive Care Unit

Staff nurse position responsible for total patient care. Assumed charge nurse duties and was

promoted to Staff Nurse Il within six months of beginning as a new graduate.

TEACHING EXPERIENCES

Financial Management, Health Systems Management Tract, Course Coordinator
Health Systems Administration Practicum II, Health Systems Management Tract, Course Coordinator
Health Systems Administration Practicum I, Health Systems Management Tract Course Coordinator
Strategic, Administrative and Clinical Decision Making, Clinical Nurse Leader Tract, Course Coordinator

PUBLICATIONS

Feistritzer, N. R., & Jones, P.O. A proof of concept implementation of a unit-based advanced practice
registered nurse (APRN) role: Structural empowerment, role clarity and team effectiveness. Nursing
Clinics of North America. March, 2014,

Kapu, A., Thomson-Smith, C., & Jones, P. Developing a 24/7 intensivist NP program: The Vanderbilt
Experience. The Nurse Practitioner. August, 2012.

PRESENTATIONS

Structural Empowerment: Outcomes of Adding Acute Care Nurse Practitioners to Inpatient Care Teams.
American Association of Nurse Practitioners Annual Conference, Nashville, Tennessee, June 2014,

Evidence-based Practice — A Tool for Value Creation. Evidence-based Practice and Nursing Research Brown
Bag Series, Vanderbilt University Medical Center, Nashville, Tennessee, February 2014.

Outcomes of Adding Nurse Practitioners to Interprofessional Teams Utilizing Structural Empowerment
Theory. American Nurses Association Quality Conference, Phoenix, Arizona, February 2014.

Improving Outcomes with Anticipatory Care. Tennessee Nurses Association Convention, Murfressboro,
Tennessee, October 2013.

Structural Empowerment: Outcomes of Adding Nurse Practitioners to Interprofessional Teams. Poster
Presentation. Tennessee Nurses Association Convention, Murfressboro, Tennessee, October 2013.
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Financial Impact of Adding Nurse Practitioners to Inpatient Models of Care Utilizing Structural
Empowerment Theory. University Hospital Consortium Annual Conference, Atlanta, Georgia, October 2013.

Structural Empowerment: Outcomes of Adding Nurse Practitioners to Interprofessional Teams. National
Doctors of Nursing Practice Conference, Phoenix, Arizona, September 2013.

Building a 24/7 Intensivist NP Program — The Vanderbilt Experience. American Association of Nurse
Practitioners Annual Conference, Orlando, Florida, June 2012.

Building a 24/7 Intensivist NP Program. Poster Presentation. American Nurses Association, January 2012.

Keeping Practices Solvent. American Association of Colleges of Nursing, Newport Beach, California,
February 2008.

Business Planning for Advanced Practice Nurses. Vanderbilt University School of Nursing, July 2007.

Introduction to Health Care Fiscal Planning. Vanderbilt University School of Nursing, May 2007.

A Preliminary Cost Benefit Analysis of a House Calls Program for Frail Seniors. National Association of
Nurse Managed Centers Annual Conference, Delray Beach, Florida, October 2006.

Business Plan Development and Strategic Planning for Nurse Midwives. Nurse Midwives Specialty Tract,
Vanderbilt University School of Nursing, August 2004, 2005, 2006 & 2007.

Billing and Coding for Nurse Midwives. Nurse Midwives Specialty Tract, Vanderbilt University School of
Nursing, August 2004, 2005, 2006 & 2007.

Changing Healthcare Markets and Strategic Decision Making. Financial Management Course, Vanderbilt
University Graduate School of Nursing, February 21, 1994.

Substance Abuse and Narcotic Addiction in Nurses: What Nurse Managers Need to Know. Nursing
Leadership Course, Belmont University School of Nursing, March 29, 1993.

Operational and Strategic Decision Making: Financial Implications and Strategies. Financial Management
Course, Vanderbilt University Graduate School of Nursing, February 15, 1993.

Quality Improvement Training Series. Centennial Medical Center, Instructor, March 2, 1992.

Program Evaluation and Strategic Decision Making. Financial Management Course, Vanderbilt University
Graduate School of Nursing, April 1, 1992.

Quality Improvement Seminar. Belmont University School of Nursing, April 7 and 9, 1992.

Marketing and Market Niche Identification. Financial Management Course, Vanderbilt University Graduate
School of Nursing, February 19, 1992,

CONSULTANT ACTIVITIES
Northeast Oklahoma Community Health Center Kellogg Grant, 2004 — 2006, Birth Center Technical

Assistance.



SUPPLEMENTAL #1

Pam Jones June 27, 2014
Page 6 1:20 pm

Tennessee Birth Center Network, 2002 — 2004, Leadership and Management Assistance.

PROFESSIONAL ORGANIZATIONS

American Nurses Association
Tennessee Nurses Association
Tennessee Organization of Nurse Executives
American Organization of Nurse Executives
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CURRICULUM VITAE
Angela Wilson-Liverman, MSN, CNM, FACNM
Department of Obstetrics and Gynecology
Division of Midwifery and Advanced Practice
Vanderbilt University Medical Center
Center for Women’s Health
One Hundred Oaks
719 Thompson Lane, Suite 27100
Nashville, Tennessee 37204
(615) 875-0636
PERSONAL DATA:
7964 Hooten Hows Road
Nashville, TN 37221
(615) 349-7728
Spouse: Doug Liverman
Son: Dylan Liverman 6/11/93
Daughter: Morgan Liverman 1/15/96
EDUCATION:
June 1990 Bachelor of Science in Biology
University of North Carolina
Chapel Hill, North Carolina
Aug. 1998 Basic professional nursing component of the MSN
Specialty Program
Vanderbilt University School of Nursing
Nashville, Tennessee
Dec. 1999 Master of Science in Nursing

Nurse Midwifery
Vanderbilt University School of Nursing
Nashville, Tennessee

LICENSURE / CERTIFICATIONS:

Jan. 2000 — Present ACNM Certification Council Exam - Certificate #9825

Dec. 2000 Advanced Registered Nurse Practitioner
State of Florida #3407452
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Jan. 2005 — Present Neonatal Resuscitation Program Certification
Apr. 2007 — Present Advanced Practice Nurse, Board Certified Nurse Midwife

State of Tennessee Board of Nursing
(Renewed 4/2011) APN #7897

Nov. 2010 — Present Certified in Electronic Fetal Monitoring
The National Certification Corporation

ACADEMIC / HOSPITAL APPOINTMENTS:

Feb. 1994 — Jul. 1997 Biology Teacher
International Baccalaureate Program Instructor
South Fork High School, Stuart, FL

Dec. 1999 — Nov. 2000 Nurse-Midwife
Full Scope Nurse-Midwifery Practice
OBGYN Associates, Cookeville, TN
Cookeville Regional Medical Center Allied Health Staff

Nov. 2000 — Apr. 2002 Nurse-Midwife
The Women’s Center of Martin County, Stuart, FL
Martin Memorial Medical Center Allied Health Staff

Apr. 2002 — Apr. 2007 Nurse-Midwife
Electronic Medical Record Manager
Physicians to Women, Stuart, FL
Martin Memorial Medical Center Allied Health Staff

Apr. 2007 — Present Assistant Professor of OBGYN
Sept. 2011 — Present Director, Division of Midwifery & Advanced Practice
Nursing

Obstetric Patient Care Committee- Inpatient
Patient Care Committee- Ambulatory
Education Committee
Labor and Delivery Quality Improvement Committee
Department of OBGYN
Vanderbilt University School of Medicine, Nashville, TN
Vanderbilt University Hospital Allied Health Staff

Nov. 2013~ Present NorthCrest Regional Medical Center Allied Health Staff
Co-Chair, NorthCrest Perinatal Quality Committee

HONORS/AWARDS:

1997-1998  Hilliard Travis Scholarship Recipient
Vanderbilt School of Nursing
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1998-1999  Valere Potter Scholarship Recipient, Vanderbilt School of Nursing
Apr. 1999  Sigma Theta Tau International Honor Society of Nursing

Jun. 1999 Wyeth-Ayerst Student Reporter Scholarship Recipient
44" Annual Meeting of the American College of Nurse-Midwives

Dec. 1999 Outstanding Student in the Nurse-Midwifery Specialty
Vanderbilt University School of Nursing

Dec. 1999 Tennessee Chapter of the American College of Nurse Midwives
Scholarship Recipient

Nov. 2004  Most Successful Implementation of GE Centricity Electronic Medical
Record in the US for 2004

May 2013 Elevate Credo Award- Center for Women’s Health

June 2013 Fellowship Induction
American College of Nurse-Midwives

Aug. 2013 Governor Haslam’s Perinatal Technical Advisory Group Appointee
Tennessee’s Payment Reform Initiative

Dec. 2013 Obstetrical Quality and Safety of Care Award
Vanderbilt Department of OBGYN

May 2014 Advanced Practice Nurse of the Year
Vanderbilt University Medical Center

PROFESSIONAL MEMBERSHIPS:

1998 - Present American College of Nurse-Midwives

2004 - 2010 Student Committee Chairperson

2011- 2013 Midwives in Medical Education Caucus Chairperson

2013- Present National Program Committee

1998 - 2000 Tennessee Chapter of the American College of Nurse-Midwives
2007 — Present Nominating Committee, Chair

2012 Local Program Committee, Co-Chair

2004 - 2007 GE Centricity Healthcare User Group

2006 - 2007 Treasure Coast (FL) Chapter of the ACNM

Group Organizer/Founder
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Chapter Chairperson

American Congress of Obstetrics & Gynecology

TEACHING ACTIVITIES & PRESENTATIONS:

Oct 2001

Mar 2002

Oct. 2002

Nov 2002-2007
Feb 2003

Oct 2003

Nov 2004

Nov 2005

May 2006

Oct 2006

May 2007

Dec 2007

May 2008

May 2008

July 2008- Pres.
July 2008- Pres.

Second Stage Labor Management- OB Potpourri, Martin Mem. Med. Citr.
Midlife Health- 2nd Saturday Series- The Women’s Center of Martin Co
Labor Support Techniques- OB Potpourri, Martin Memorial Med. Ctr.
Women’s Health Careers- Martin County High School

Women’s Health — WSTU Radio Show- Stuart, FLL

Female Sexual Dysfunction — OB Potpourri, Martin Memorial Med. Ctr.
Embryonic Stem Cell Research- OB Potpourri, Martin Mem. Med. Cr

Utilization of Centricity EMR in an Ambulatory OBGYN Setting-invited
speaker- GE Centricity Healthcare User Group Annual Mtg- Dallas, TX

Student Exam Prep Workshop-Program Coordinator-American College
Annual Meeting, Salt Lake City, UT

OBGYN Workflows- invited speaker- GE Centricity Healthcare User
Group Annual Mtg-Dallas, TX

Student Exam Prep Workshop-Program Coordinator-American College
Annual Meeting, Chicago, IL

Post Dates Pregnancy Management- High Risk OB Conference- invited
speaker-Vanderbilt University Medical Center, Dept of OBGYN,
Nashville, TN

Intrauterine Contraception Training Workshop- ACNM Annual Meeting,
Boston, MA

Student Exam Prep Workshop-Program Coordinator-American College
Annual Meeting, Boston, MA

OBGYN Intern Boot Camp- Vanderbilt Department of OBGYN
OBGYN Intern Intrapartum Didactics- Vanderbilt Department of OBGYN
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Jan 2009
May 2009

May 2010

June 2010

Jun 2011

Jun 2011

Jun 2011

July 2011

Sept 2011

Sept 2011

Dec 2011

June 2012

June 2012

July 2012
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Point/CounterPoint: Primary Cesarean for Protection of the Perineum-
High Risk OB Conference -invited speaker- Vanderbilt University
Medical Center, Department of OBGYN

Cesarean Delivery on Maternal Request- OBGYN Resident Didactics

Student Exam Prep Workshop-Program Coordinator-American College
Annual Meeting, Seattle, WA

Midwifery In America- Professional Issues Course Guest Lecture-
Vanderbilt School of Nursing, Nurse-Midwifery Program

Student Exam Prep Workshop-Program Coordinator-American College
Annual Meeting, Washington, DC

Midwives in Medical Education Workshop- facilitator/peer-reviewed-
American College of Nurse-Midwives 56" Annual Meeting, San Antonio,
X

When Diet Isn’t Enough- Initiating Medication in your Gestational
Diabetic Patient- peer-reviewed- American College of Nurse-Midwives
56" Annual Meeting, San Antonio, TX

Post-Term Pregnancy Management- peer-reviewed- American College of
Nurse-Midwives 56 Annual Meeting, San Antonio, TX

Obstetrics (Preconception thru Postpartum)- Trevecca Nazarene
University OBGYN Course PAS 5230

Counseling Patients about Prenatal Genetic Testing Options-Ambulatory
OBGYN Nursing-invited speaker-Contemporary Forums, Orlando, FL

Initiating Medication in your Gestational Diabetic Patient-Ambulatory
OBGYN Nursing -invited speaker- Contemporary Forums, Orlando, FL

Induction Update 201 1- High Risk OB Conference, Vanderbilt University
Medical Center- invited speaker- Department of OBGYN

Midwives in Medical Education Workshop- course coordinator/peer
reviewed- American College of Nurse-Midwives 57™ Annual Meeting,

Long Beach, CA

Induction Update 2012- peer-reviewed- American College of Nurse-
Midwives 57™ Annual Meeting, Long Beach, CA

Obsteirics (Preconception thru Postpartum)- Trevecca Nazarene
University OBGYN Course PAS 5230
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September 2012 Prenatal Testing- Vanderbilt University Medical Center, Department of
Neonatology, NICU Fellows Core Curriculum

June 2013 Six is the New Four- peer-reviewed- American College of Nurse-
Midwives 58™ Annual Meeting, Nashville, TN

June 2013 Midwives in Medical Education Workshop- course coordinator/peer-
reviewed- American College of Nurse-Midwives 58™ Annual Meeting,
Nashville, TN

Dec 2013 Six is the New Four- High Risk OB Conference- invited speaker-

Vanderbilt University Medical Center, Department of OBGYN

April 2014 Six is the New Four- Obstetric Nursing- invited speaker- Contemporary
Forums, San Francisco, CA

April 2014 To VBAC or not to VBAC: What does the evidence say?- Obstetric
Nursing- invited speaker- Contemporary Forums, San Francisco, CA

April 2014 Post-Term Pregnancy Management: Update 2014~ Obstetric Nursing-
invited speaker- Contemporary Forums, San Francisco, CA

May 2014 To VBAC or not to VBAC: What does the evidence say?- peer-reviewed-
American College of Nurse-Midwives 59™ Annual Meeting, Denver, CO

PUBLICATIONS:

Singer, Wilson, Wilson-Liverman and McGill. (May 2007). ACNM Exam Prep Review Book.
American College of Nurse-Midwives, Silver Spring, MD.

Singer, Wilson, and Wilson-Liverman. (May 2008). ACNM Exam Prep Review Book.
American College of Nurse-Midwives, Silver Spring, MD.

Wilson-Liverman, Wilson, and Lassiter. (May 2009). ACNM Exam Prep Review Book.
American College of Nurse-Midwives, Silver Spring, MD.

Wilson-Liverman A, Slager, J, Wage, D. (Jul-Aug 2009). Documentation and Billing for

Services Provided by Midwives Teaching Obstetrics and Gynecology Residents and
Medical Students. J Midwifery and Women’s Health 2009; 54: 282-286.

Page 6 Angela Wilson-Liverman, MSN, CNM, FACNM



SUPPLEMENTAL #1
June 27, 2014
1:20 pm

Attachment C



2106 21st Ave, TN

Year Base Rent Expenses Total SF

1 $ 1850 $§ 7.50 S 26.00 4,350
2 $ 1887 $§ 7.73 S 26.60 4,350
3 $ 1925 $ 796 S 27.20 4,350
4 $ 19.63 § 820 S 27.83 4,350
5 $ 2002 S 844 S 2847 4,350
6 $ 2043 S§ 8.69 S 29.12 4,350
7 $ 20.83 § 896 S 29.79 4,350
8 $ 2125 § 922§ 3047 4,350
9 $ 2168 $ 950 S 31.18 4,350
10 $ 2211 $ 979 $ 31.90 4,350

Total Rent

Yearly Rent

wvrrnnn-nnunn-nn

113,100.00
115,688.25
118,338.05
121,050.93
123,828.45
126,672.22
129,583.88
132,565.11
135,617.66
138,743.30

$ 1,255,187.86
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Monthly Rent

$
$
s
5
s
$
$
s
5
s

9,425.00

9,640.69

9,861.50
10,087.58
10,319.04
10,556.02
10,798.66
11,047.09
11,301.47
11,561.94
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Response: The applicant projects a total of 345 cases the first y&s2pmperation and 480
cases the second full year. Based on the significant unmet demand for the birth center option
and the project’s relationship with VUMC, these projections are easily achievable.

ECONOMIC FEASIBILITY

1. Provide the cost of the project by completing the Project Costs Chart on the following page.
Justify the cost of the project.

21741073v1

All projects should have a project cost of at least $3,000 on Line F. (Minimum CON
Filing Fee). CON filing fee should be calculated from Line D. (See Application
Instructions for Filing Fee)

The cost of any lease (building, land, and/or equipment) should be based on fair
market value or the total amount of the lease payments over the initial term of the
lease, whichever is greater. Note: This applies to all equipment leases including by
procedure or “per click” arrangements. The methodology used to determine the total
lease cost for a "per click" arrangement must include, at a minimum, the projected
procedures, the "per click" rate and the term of the lease.

Response: The total lease payments over the initial 10 year term of the lease will be
$1,255,187.86. Per the letter from the building owner (Attachment C. Economic
Feasibility — 1(Building FMV)), the current fair market value of the entire building is
$936,000, so the aggregate lease payments are used as building cost for the
certificate of need application.

The cost for fixed and moveable equipment includes, but is not necessarily limited
to, maintenance agreements covering the expected useful life of the equipment;
federal, state, and local taxes and other government assessments; and installation
charges, excluding capital expenditures for physical plant renovation or in-wall
shielding, which should be included under construction costs or incorporated in a
facility lease.

For projects that include new construction, modification, and/or renovation;
documentation must be provided from a licensed architect or construction
professional that support the estimated construction costs. Please provide a letter
that includes:

1) a general description of the project;

2) estimate of the cost to construct the project to provide a physical
environment, according to applicable federal, state and local construction
codes, standards, specifications, and requirements; and

3) attesting that the physical environment will conform to applicable federal
standards, manufacturer's  specifications and licensing agencies’
requirements including the most recent AIA Guidelines for Design and
Construction of Hospital and Health Care Facilities.

Response: See architect letter attached under Aftachment C, Economic
Feasibility — 1(Architect Letter).

16-R
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PROJECT COSTS CHART 1:20 pm
A. Construction and equipment acquired by purchase:
1. Architectural and Engineering Fees $28,500.00
2. Legal, Administrative (Excluding CON Filing Fee), $30,000.00

Consultant Fees
Acquisition of Site

Preparation of Site
Construction Costs $449,083.00
Contingency Fund

Fixed Equipment (Not included in Construction Contract) $82,645.00

Moveable Equipment (List all equipment over $50,000) $32.052.00
Other (Specify)

© ©® N O b~

B. Acquisition by gift, donation, or lease:
il Facility (inclusive of building and land) $1,255,187.86
Building only

Land only
Equipment (Specify)
Other (Specify)

A S

C. Financing Costs and Fees:
Interim Financing

N

Underwriting Costs

3. Reserve for One Year's Debt Service
4, Other (Specify)

D. Estimated Project Cost
(A+B+C) $1,877,467.86

E. CON Filing Fee $5.694

F. Total Estimated Project Cost
(D+E)
TOTAL $1,883,161.86

17-R
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2106 21st Ave S, Nashville, TN 37212 to Vanderbilt University Medical Celwtgém m hrg_t" %.“
1:20 pm

Directions to Vanderbilt University Medical
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2106 21st Ave S, Nashville, TN 37212 to Vanderbilt University Medical CeWpf_w Emattg”

June 27, 2014

1:20 pm
? 2106 21st Ave S, Nashville, TN 37212
. -1. Head_ﬁdﬁh on 21§i .Ave S towa_rd Bernard A\;e" _ . 'g;o 0.6 mi
About 2 mins total 0.6 mi
(1 2. Turn left onto Pierce Ave go 354 ft
total 0.6 mi

Vanderbilt University Medical Center
B 1_211 Medical Center D_l_',_NashviIIe, IN..3.722 o

These directions are for planning purposes only. You may find that construction projects, traffic, weather, or other events may cause
conditions to differ from the map results, and you should plan your route accordingly. You must obey all signs or notices regarding your
route.

Map data ©2014 Google

[ Directions weren't right? Please find your route on maps.google.com and click "Report a problem" at the bottom left. |

https://maps.google.com/maps?f=d&source=s d&saddr=2106+21st+Avenue+South,+Nas... 6/23/2014
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June 27, 2014
6. A. Please provide the current and proposed charge schedules faRthpraroposal. Discuss
any adjustment to current charges that will result from the implementation of the
proposal. Additionally, describe the anticipated revenue from the proposed project and
the impact on existing patient charges.

Response: The applicant’s proposed charge for a labor and delivery case will be $7,500,
which will cover all services provided in connection with a delivery.

B. Compare the proposed charges to those of similar facilities in the service area/adjoining
service areas, or to proposed charges of projects recently approved by the Health
Services and Development Agency. If applicable, compare the proposed charges of the
project to the current Medicare allowable fee schedule by common procedure
terminology (CPT) code(s).

Response: The only source that the applicant has been able to identify for obstetrical
charges is the 2012 Tennessee Hospital Discharge Data Report created by the
Tennessee Department of Health. This report shows charge data for various DRGs
classified by severity under the categories of “minor”, “moderate” and ‘major”. In the
case of Vaginal Delivery (DRG 560), the applicant believes the category of “minor”
includes the low-risk birth cases that it will serve. The charge data from the Report for
Nashville hospitals for DRG 560 in the minor category are as follows:

Nashville General - $5,836

St. Thomas Midtown - $12,885

Vanderbilt University Hospital - $10,548
TriStar Centennial Medical Center - $16,188
TriStar Summit Medical Center - $12,976

The applicant’s proposed charge for is a delivery is $7,500. It should be noted that this
is global charge, including services provided in connection with a delivery. The hospital
charges do not include professional charges or newborn charges, so an “apples-to-
apples” comparison is not possible.

7. Discuss how projected utilization rates will be sufficient to maintain cost-effectiveness; how
financial viability will be ensured within two years; and demonstrate the availability of
sufficient cash flow until financial viability is achieved.

Response: As indicated in the Projected Data Chart, the project will achieve positive financial
results in the first full year, and the applicant has the resources to sustain the facility until
results are positive.

8. Discuss the project’s participation in state and federal revenue programs including a
description of the extent to which Medicare, TennCare/Medicaid, and medically indigent
patients will be served by the project. In addition, report the estimated dollar amount of
revenue and percentage of total project revenue anticipated from each of TennCare,
Medicare, or other state and federal sources for the proposal’s first year of operation.

Response: The facility will contract with all TennCare MCOs serving Middle Tennessee. The
projected TennCare gross revenue in year 1 is $776,250 and in year 2, $1,080,000. In light of
the services to be provided, the facility will not serve Medicare patients.

23-R

21732748v1



SUPPLEMENTAL #1
June 27, 2014
1:20 pm

Attachment H



PROJECTED DATA CHART

Give information for the two (2) years following the completion
begins in January (Month).
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1:20 pm

of this proposal. The fiscal year

Year_2016_ Year_2017
A. Utilization Data (Births @ Birth Center) 345 480
B. Revenue from Services to Patients
1. Inpatient Services $ $
2 Outpatient Services 2,587,500 3,600,000
3. Emergency Services
4. Other Operating Revenue (Specify) Retail, Class, Drug 235,942 360,534
Gross Operating Revenue $ 2,823,442 $_3,960,534
C. Deductions from Gross Operating Revenue
1. Contractual Adjustments $ 785298 $.1,092,588
2.  Provision for Charity Care 280,464 390.210
3.  Provisions for Bad Debt 56,093 78,042
Total Deductions $ 1,121,855 $_1,560,840
NET OPERATING REVENUE $1.701,587 $.2,399,694
D. Operating Expenses
1.  Salaries and Wages $ 335579 $_ 364910
2. Physician’s Salaries and Wages 0 0
3.  Supplies 234,610 389,251
4, Taxes 0 0
5. Depreciation 917 2,017
6. Rent 115.688 118,338
7. Interest, other than Capital
8. Management Fees
a. Fees to Affiliates 0 0
b. Fees to Non-Affiliates 0 0
9.  Other Expenses — Detail on Following Page 793,327 791177
Total Operating Expenses $.1.480,121 $ 1,665,693
E. Other Revenue (Expenses) — Net (Specify) $ $
NET OPERATING INCOME (LOSS) $_ 221,466 $_ 734,001
F. Capital Expenditures
1. Retirement of Principal $ $
2. Interest
Total Capital Expenditures $ 0 $ 0
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES $__221,466 $__734,001

21-R
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HISTORAL DATA CHART — OTHER EXPENSE§.2¢ pm

OTHER EXPENSES CATEGORIES Year Year Year
1. $ $ $
2.
3«
4.
5.
6.
7.
Total Other Expenses $ $ $

PROJECTED DATA CHART — OTHER EXPENSES

OTHER EXPENSES CATEGORIES Year 2016 Year _ 2017

1. Payments to Vanderbilt for Professional Services $ 646,375 $ 646,375

2. Payments to Vanderbilt for Clinical Management Services 44,469 43,419

3. Miscellaneous (marketing, accounting, utilities, etc.) 102,483 101,383

Total Other Expenses $ 793,327 $ 791,177
22-R
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FORTRESS EQUITY PARTNERS (A) LP

CONSOLIDATED BALANCE SHEET
(dollar amounts in thousands)

May 31, 2014

ASSETS
Cash and cash equivalents S 140
Investments, at fair value 3,326
S 3,466
LIABILITIES
Total Liabilities -
NET ASSETS , representing partners' capital S 3,466

Prepared by: Donald Chan

Reviewed by: Demetrios Tserpelis

Approved by: John Morrissey
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Item 8. Financial Statements and Supplementary Data.

Index to Financial Statements:

Reports of Independent Registered Public Accounting Firm

Consolidated Balance Sheets as of December 31, 2013 and 2012

Consolidated Statements of Operations for the years ended December 31, 2013, 2012 and 2011.
Consolidated Statements of Comprehensive Income for the years ended December 31, 2013, 2012 and 2011,
Consolidated Statements of Changes in Equity for the years ended December 31, 2013, 2012 and 2011,
Consolidated Statements of Cash Flows for the years ended December 31, 2013, 2012 and 2011.

Notes to Consolidated Financial Statements

All supplemental schedules have been omitted because either the required information is included in our consolidated
financial statements and notes thereto or it is not applicable.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of Fortress Investment Group LLC

We have audited the accompanying consolidated balance sheets of Fortress Investment Group LLC (the Company) as of
December 31, 2013 and 2012, and the related consolidated statements of operations, comprehensive income, changes in equity,
and cash flows for each of the three years in the period ended December 31,2013, These financial statements are the responsibility
of the Company’s management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position
of Fortress Investment Group LLC at December 31, 2013 and 2012, and the consolidated results of its operations and its cash
flows for each of the three years in the period ended December 31, 2013, in conformity with U.S. generally accepted accounting
principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
Fortress Investment Group LLC and subsidiaries’ internal control over financial reporting as of December 31, 2013, based on

criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (1992 Framework) and our report dated February 27, 2014 expressed an unqualified opinion thercon.

/s/ Ernst & Young LLP

New York, New York
February 27,2014
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of Fortress Investment Group LLC

We have audited Fortress Investment Group LLC and subsidiaries’ (the Company) internal control over financial reporting as of
December 31,2013, based on criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (1992 Framework) (the COSO criteria). The Company’s management is responsible
for maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of internal control
over financial reporting included in the accompanying Management’s Report on Internal Control Over Financial Reporting. Our
responsibility is to express an opinion on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control
over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control
over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain
to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets
of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are
being made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that
could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because
of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, Fortress Investment Group LLC and subsidiaries maintained, in all material respects, effective internal control
over financial reporting as of December 31, 2013, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheets of Fortress Investment Group LLC as of December 31, 2013 and 2012, and the related consolidated
statements of operations, comprehensive income, changes in equity, and cash flows for each of the three years in the period ended
December 31, 2013, and our report dated February 27, 2014 expressed an unqualified opinion thereon.

/s/ Ernst & Young LLP

New York, New York
February 27,2014
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FORTRESS INVESTMENT GROUP LLC

CONSOLIDATED BALANCE SHEETS
(dollars in thousands)

December 31,
2013 2012
Assets
Cash and cash equivalents $ 364,583 $ 104,242
Due from affiliates 407,124 280,557
Investments 1,253,266 1,211,684
Investments in options 104,338 38,077
Deferred tax asset, net 354,526 396,320
Other assets 190,595 124,798
$ 2,674,432 § 2,155,678
Liabilities and Equity
Liabilities
Accrued compensation and benefits $ 417,309 $ 146,911
Due to affiliates 344,832 357,407
Deferred incentive income 247,556 231,846
Debt obligations payable — 149,453
Other liabilities 49,830 53,411
1,059,527 939,028
Commitments and Contingencies
Equity
Class A shares, no par value, 1,000,000,000 shares authorized, 240,741,920
and 218,286,342 shares issued and outstanding at December 31, 2013 and 2012,
respectively -— —
Class B shares, no par value, 750,000,000 shares authorized, 249,534,372
and 249,534,372 shares issued and outstanding at December 31, 2013 and 2012,
respectively — —
Paid-in capital 2,112,720 2,119,102
Retained earnings (accumulated deficit) (1,286,131) (1,486,578)
Treasury shares (2,082,684 Class A shares held by subsidiary at December 31,

2012) — (3,419)
Accumulated other comprehensive income (loss) (1,522) (2,634)
Total Fortress shareholders’ equity 825,067 626,471
Principals® and others’ interests in equity of consolidated subsidiaries 789,838 590,179

Total equity 1,614,905 1,216,650

$ 2,674,432 § 2,155,678

See notes to consolidated financial statements.
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FORTRESS INVESTMENT GROUP LLC

CONSOLIDATED STATEMENTS OF OPERATIONS
(dollars in thousands, except per share data)

Year Ended December 31,
2013 2012 2011
Revenues
Management fees: affiliates $ 520,283 $ 456,090 $ 464,305
Management fees: non-affiliates 62,795 45,617 58,096
Incentive income: affiliates 419,828 246,438 155,303
Incentive income: non-affiliates 44,383 26,162 1,917
Expense reimbursements: affiliates 206,452 186,592 169,282
Expense reimbursements: non-affiliates 7,209 4,580 4,057
Other revenues (affiliate portion disclosed in Note 7) 4,033 4,390 5,668
1,264,983 969,869 858,628
Expenses
Interest expense 5,382 15,781 18,526
Compensation and benefits 741,761 750,359 706,060
Principals agreement compensation (expired in 2011) - — 1,051,197
General, administrative and other 136,770 127,149 145,726
Depreciation and amortization 13,690 14,931 33,399
897,603 908,220 1,954,908
Other Income (Loss)
Gains (losses) (affiliate portion disclosed in Note 4) 53,933 48,921 (30,054)
Tax receivable agreement liability adjustment (8,787) (8,870) 3,098
Earnings (losses) from equity method investees 136,866 156,530 41,935
182,012 196,581 14,979
Income (Loss) Before Income Taxes 549,392 258,230 (1,081,301)
Income tax benefit (expense) (65,801) (39,408) (36,035)
Net Income (Loss) $ 483,591 §$ 218,822 § (1,117,336)
Principals’ and Others’ Interests in Income (Loss) of Consolidated
Subsidiaries $ 283,144 $ 140,538 $  (685,821)
Net Income (Loss) Attributable to Class A Shareholders $ 200,447 $ 78,284 $§ (431,515)
Earnings (Loss) Per Class A share
Net income (loss) per Class A share, basic $ 083 § 029 § (2.34)
Net income (loss) per Class A share, diluted $ 079 §$ 027 § (2.36)
Weighted average number of Class A shares outstanding, basic 236,246,296 214,399,422 186,662,670
Weighted average number of Class A shares outstanding, diluted 500,631,423 524,900,132 493,392,235

See notes to consolidated financial statements.
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FORTRESS INVESTMENT GROUP LLC

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(dollars in thousands)

Year Ended December 31,
2013 2012 2011

Comprehensive income (loss) (net of tax)

Net income (loss) $ 483,591 $ 218,822 § (1,117,336)

Foreign currency translation (772) (1,447) 417

Comprehensive income (loss) from equity method investees 4,136 (778) (203)
Total comprehensive income (loss) $ 486,955 $ 216,597 $ (1,117,122)
Comprehensive income (loss) attributable to principals’ and others’ interests $ 285,243 § 139,089 §  (685,858)
Comprehensive income (loss) attributable to Class A shareholders $ 201,712 § 77,508 §  (431,264)

See notes to consolidated financial statements.
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FORTRESS INVESTMENT GROUP LLC

CONSOLIDATED STATEMENTS OF CASH FLOWS
(dollars in thousands)

Year Ended December 31
2013 2012 2011

Cash Flows From Operating Activities
Net income (loss) 5 483,591 § 218,822 §  (1,117,336)

Adjustments to reconcile net income (loss) to net cash provided by (used in)
operating activities

Depreciation and amortization 13,690 14,931 33,399
Other amortization and accretion (included in interest expense) 900 2,942 1,477
(Earnings) losses from equity method investees (136,866) (156,530) (41,935)
Distributions of earnings from equity method investees 84,548 59,785 23,719
(Gains) losses (53,933) (48,921) 30,054
Deferred incentive income (107,276) (77,993) (80,093)
Deferred tax (benefit) expense 54,431 29,442 24,622
Adjustment of estimated forfeited non-cash compensation 70 (1,691) -
Options received from affiliates (42,516) (21,524) (12,615)
Tax receivable agreement liability adjustment 8,787 8,870 (3,098)
Equity-based compensation 39,266 213,274 1,284,086
Options in affiliates granted to employees 8,190 10,134 —
Allowance for doubtful accounts 793 796 5,263
Cash flows due to changes in
Due from affiliates (347,942) (58,927) (133,322)
Other assets (18,082) (20,398) 7,322
Accrued compensation and benefits 330,907 (75,390) 51,166
Due to affiliates (2,667) (18,241) (9,353)
Deferred incentive income 118,765 65,361 112,068
Other liabilities (1,765) (2,792) (7,181)
Net cash provided by (used in) operating activities 432,891 141,950 168,243
Cash Flows From Investing Activities
Contributions to equity method investees (37,084) (63,798) (82,610)
Distributions of capital from equity method investees 281,481 140,712 180,855
Proceeds from sale of direct investments 18,849 — —
Purchase of equity securities (20,043) — —
Purchase of digital currency (Bitcoin) (20,000) - -
Purchase of fixed assets (11,471) (10,375) (17,713)
Net cash provided by (used in) investing activities 211,732 66,539 80,532
Cash Flows From Financing Activities
Repayments of debt obligations (149,453) (261,250) (16,250)
Payment of deferred financing costs (2,367) — —
Repurchase of shares and RSUs (Note 9) = (37,776) -
Dividends and dividend equivalents paid (57,926) (44,170) —
Principals’ and others’ interests in equity of consolidated subsidiaries - contributions 401 431 13,484
Principals’ and others’ interests in equity of consolidated subsidiaries - distributions (174,937) (94,648) (123,475)
Net cash provided by (used in) financing activities (384,282) (437,413) (126,241)
Net Increase (Decrease) in Cash and Cash Equivalents 260,341 (228,924) 122,534
Cash and Cash Equivalents, Beginning of Period 104,242 333,166 210,632
Cash and Cash Equivalents, End of Period $ 364,583 §$ 104,242 § 333,166

Continued on next page.
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FORTRESS INVESTMENT GROUP LLC

CONSOLIDATED STATEMENTS OF CASH FLOWS
(dollars in thousands)

Year Ended December 31
2013 2012 2011

Supplemental Disclosure of Cash Flow Information

Cash paid during the period for interest $ 3,586 § 13,689 $ 16,122

Cash paid during the period for income taxes $ 6,468 § 7,932 § 8,574
Supplemental Schedule of Non-cash Investing and Financing Activities

Employee compensation invested directly in subsidiaries $ 66,779 § 34,806 § 68,087

Investments of incentive receivable amounts into Fortress Funds $ 227,091 $ 80,523 § 143,862

Dividends, dividend equivalents and Fortress Operating Group unit distributions

declared but not yet paid $ 5,160 § 31,997 § 29,423
Exchange of promissory note for shares (Note 9) $ — 3 149,453 § —

See notes to consolidated financial statements.
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June 20, 2014

Dan Elrod, Esq.
Butler Snow LLP
2106 21% Avenue
Nashville, TN 37212

RE: Certificate of Need Application CN1406-022
Baby + Company Nashville

Dear Mr. Elrod:

This will acknowledge our June 13, 2014 receipt of your application for a Certificate of Need for
the establishment of a birthing center to include 5 birthing suites, 3 examination rooms and
various support areas in approximately 4,350 square feet of leased space in an existing building
at 2106 21° Avenue, Nashville, TN.

Several items were found which need clarification or additional discussion. Please review the
list of questions below and address them as indicated. The questions have been keyed to the
application form for your convenience. I should emphasize that an application cannot be deemed
complete and the review cycle begun until all questions have been answered and furnished to this
office.

Please submit responses in triplicate by noon on June 27, 2014. If the supplemental
information requested in this letter is not submitted by or before this time, then consideration of
this application may be delayed into a later review cycle.

1. Section A, Item 3 (Owner)

The June 2, 2014 documentation of Baby + Company Nashville 1 LLC’s status as a
Delaware Corporation is noted. Please also confirm the status of applicant’s registration
to do business in Tennessee.

Since Licensure Rules indicate the entity will be governed by a board with specific
oversight responsibilities (Chapter 1200-8-24-.04), who will be the members of the
board? In your response, please also briefly describe the organization of the board in
such a manner that the process it will use to carry out its general responsibilities for the
clinical, business and financial affairs of the proposed Birthing Center can be fully
appreciated.
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2. Section A, Item 6 (Legal Interest in Site) and Section B, Project Description, Item

I1.B

The June 5, 2014 Letter of Intent (LOI) and discussion of the 4,350 square feet (SF) of
leased space for the proposed facility with Square Footage Chart is noted. The LOI
identifies what appears to be a total of approximately 9,200 rentable SF on the 1%, 2"
and 3" floors of the existing building. The letter also notes that the landlord shall
provide a “Right of First Refusal for the 4,650 SF on the 2" floor”. No mention is made
of the 4,350 square feet identified by the applicant for the proposed birthing center as
reflected in this section, the SF Chart and the Project Costs Chart. Please clarify.

The lease payment schedule in the 6/5/14 LOI appears to total to a $1,374,000 lease
cost over 10 years in lieu of the $1,908,462.65 lease cost in the Project Costs Chart on
page 17. It is unclear if the amount applies to the 9,200 total square feet or the 4,650 SF
on the 2™ floor mentioned in the LOI. In addition, it is unclear where how the applicant
came up with a $1,908,463 lease costs for the project. Please explain.

Please include a brief description of the existing building that will house the proposed
birthing center noting year built, # floors, zoning status, and a brief history of its use,
including current occupancy status by other tenants and nature of same.

. Section B, Project Description, Item II.A. and Item IV (Floor Plan)

In reviewing with the June 4, 2014 letter from the architect, please discuss and point out
on the floor plan how and from what location(s) the applicant intends to provide
requisite laboratory and food services as required in the Department of Health licensure
rules 1200-8-24-.06 (7) and (12), respectively. Where will the applicant clean and re-
sterilize instruments and equipment?

Will the Birthing Center design conform to the 2010 AIA Guidelines for Design and
Construction of Healthcare Facilities (or more recent version if available)?

Section C, Need, Item 1 (State Health Plan)

State Health Plan, Access — the absence of a licensed birthing center is noted. Given
the demographics provided on page 15 as to % of county population that are Tenncare
recipients & the % below the poverty level, please discuss the barriers to access facing
females of child bearing age. In your response, please include a brief description of
how the applicant plans to reach this population in creating awareness and demand for
its services. In your response, please also describe what opportunities exist for provider
participation in all the Tenncare managed care plans offered in Davidson County,
including new plans being offered statewide beginning 2015..

State Health Plan, Health Care Workforce — the comments are noted, In terms of
using the facility for clinical training, would the opportunity be open to other schools of
nursing in addition to Vanderbilt? Would training be open to nurse midwifes & other
clinical professionals of the other Birthing Centers in the state. Please discuss.
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5. Section C, Need, Item 1, Project Specific Criteria, Birthing Centers

Item 1:

The comments are noted. Other than the absence of a birthing center in the county, an
appreciation of the adequacy, capacity and utilization of existing hospital OB resources
and utilization would be appreciated. Hospital capacity measures from the Joint Annual
Report that may help illustrate same include OB bed complements & their utilization.
Please provide the requested metrics for the response to HSDA Examiner’s question # 8
(Section C, Need, Item 5) on page 6 of this correspondence.

The question also provides an opportunity to address special circumstances which
require additional services. One area of interest might be any special circumstances
arising out of expanded insurance coverage options related to the provision of
“essential benefits” under the Affordable Care Act being offered through the Health
Insurance Exchange. Another may be the aspect of enhancing access for Tenncare
recipients through the applicant’s addition to MCO provider networks. Please comment

Items 2 and 3

For a further appreciation of the applicant’s Davidson County service area, please
complete the following table providing a summary of the total eligible female
population and the total number of births from 2010 through the most recent year that
birth data is available (e.g.2013).

Births by Female Residents of Davidson County, 2010-2013

Year Female Births to female | Births at Female
Population  ages | residents hospitals resident
15-44 ages 15-44 In county births as a
% of
hospital
births
2010
2011
2012
2013 B
% Change B

Item 4- what indications does the applicant have that the facility will be well received
by TennCare MCQOs? A discussion of provider network participation for this type of
service would be helpful and any related information pertaining to low risk births by
covered enrollees would be helpful here.

Please also include a description of arrangements that will be made to facilitate use by
ethnic minorities such as Hispanic speaking persons.
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Item 5- please include the additional metrics such as # OB beds and estimated bed
occupancy.

Item 6- the applicant’s plans to contract with VUMC as the back-up emergency
transfer hospital as confirmed in the June 10, 2014 letter from C. Wright Pinson, MBA,
MD (CEO of Vanderbiit Health System) is noted. Review of the draft emergency
protocols reveals that transfer by ambulance may be warranted in certain
circumstances. Has the applicant also contacted local emergency ambulance services?
If so, please include a letter(s) of support for the project from same.

The applicant states that the proposed birthing center is approximately 1 mile from
VUMC. Please provide a map showing (MapQuest or google maps) with facility
locations & name (s) of streets between same.

Item 7 — please address consideration given to the use of fetal monitors at the proposed
birthing center in circumstances where risk increases after the labor and birthing
process begins. Please discuss the means and criteria by which the applicant intends to
manage this process if fetal monitoring is unavailable to detect fetal distress.

Item 8 — hospital IP charges can be compared for Vaginal Deliveries (DRG540) on a
low — high severity of condition scale using information from the 2012 Tennessee
Hospital Charge Reports. This report can be found on the Department of Health/Health
Statistics link to the toolbox on the HSDA website. The applicant can also include a
comparison to charges of other existing birthing centers in Tennessee located in Knox,
Wayne, Putnam and Monroe Counties (all of these birthing centers are provider
members of Blue Cross’s Tenncare MCO plan). Please review the information provided
in the TDH report (e.g. the # of procedures by severity and average/median charge) and
include a discussion of the findings in your response.

Item 9 - Your response is noted.

Please identify who the applicant proposed to appoint as the Medical Director and
provide documentation of the medical director’s professional credentials, including the
following: a copy of proposed medical director’s board certificate, curriculum vitae,
letter of hospital obstetrical admitting privileges, and the number of deliveries which
the appointee has supervised for each of the past three years.

Please provide documentation of the professional credentials for each of the physicians
who will be practicing at the proposed birthing center, including the following: a copy
of the physician’s board certificate, curriculum vitae, letter of hospital obstetrical
admitting privileges and the number of deliveries which the appointee has supervised
for each of the past three years.

6. Section C, Need, Item 2 and Section C, Orderly Development, Item 2
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It appears that physicians of the OB service of VUMC are key potential referral sources
for the applicant. Given the other hospitals with OB services in the county and the large
private practice physician community, please describe the applicant’s plans to develop
its referral base, create awareness and otherwise create a market niche for the proposed
birthing center in the medical community.

Please also comment on similar development activities with health insurance, local
business community leadership and elected public officials to gain support for the
facility. What are the expectations of these parties, if any, concerning the applicant’s
leadership and role in addressing the health care needs of the target maternal population
located in the county?

Please provide descriptions of the applicant’s plans to coordinate the referral of
potential OB patients to other providers that do not qualify for admission to the
proposed birthing center. Please also discuss the plans of members of the applicant’s
physician and clinical staff to coordinate patient care with the medical staffs of other
hospitals that have the capacity to absorb the additional volumes from the applicant’s
birthing service.

7. Section C, Need, Item (4.B.)

Please complete the following table providing the total eligible female population and the
total number of births to female residents of the 5-county service area during the most
recent year that birth data is available:

Year Female Population, age 15- | Births to female residents
44 Ages 15-44

2010

2011

2012

2013 (if known)

% Change

8. Section C, Need, Item 5

The table in the response is noted, review of TDH records on the Department’s website
(Special reports) reflects that there were 9,699 live births by Davidson County females ages
15-44 in 2012. Using this number, your births in the response, and utilization information
from the hospital JAR, please add information for the total # of hospital OB beds in service
and their occupancy and complete the table provided below. As a suggestion, the applicant
may wish to obtain information for the table from the following sections of the JAR:
Schedule D for #0B beds and deliveries (vaginal and cesarean), Schedule F and Schedule
G (please refer to MDC 14 and identify the hospital’s patient days for its OB beds to
measure occupancy).
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Hospital OB Capacity and Utilization in Davidson County, 2010 - 2013

2013 2012 2011 12010
# births by female 9,699 9,581
residents of
county age 15-44
Total # births 11,189 15,567 15,207
reported by (2 hospitals

Davidson County | not reporting)
hospitals (JAR)
# births at
hospitals
classified as
vaginal deliveries
Total hospital OB
beds set up and
staffed
OB Bed
occupancy *
Note: OB bed occupancy as based on patient days for MDC 14 in Schedule G
of Joint Annual Report

Based on the table, it appears that female residents of Davidson County ages 15-44
might have accounted for 60% of all births reported by county hospitals in the 2012
JAR. However, the percentage is lower when factoring in outmigration, other sites, etc.
What information can the applicant provide in this regard?

. Section C, Need, Item 6

The response is noted. Please identify & describe the factors that contributed to the
applicant’s projection of 345 cases in the first year increasing by approximately 40% to
480 cases in Year 2. Examples of factors that might apply to the initial estimate followed
by the 40% increase from Year 1 to Year 2 could include: discussions with patients,
number of patients inquiring about lower cost options; percent self- paying patient,
percent TennCare patients, etc.

Please provide the birthing center’s utilization broken out by referral sources and payor
mix for Year 1 and Year 2. What payor class accounts for the majority of the 40%
increase in births at the proposed facility from Year 1 to Year 2 of the project?

Please identify the number of referrals by source such as physicians and self-referrals to
help support the projected # births in Year 1 and Year 2.

Using deliveries reported by the 5 hospitals in your response, please identify an estimate
for the # that might have been eligible for its birthing center option and complete the
table below. Note: the estimate could be based on the applicant’s experience in its
birthing centers in other states, medical research or information from referral sources.
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Estimated #
eligible for
birthing center
option

2012 total
births

Births by
vaginal delivery

hospital

Vanderbilt

St Thomas
Midtown

Nashville
general

Centennial

Summit

10. Section C, Economic Feasibility, Item 1 (Project Cost Chart)

As noted in the previous question pertaining to Section A, Item 6 (legal interest in site),
please clarify the amount of rentable square feet and the cost of the 10-year lease
amount. If in error, please provide a replacement page for the chart.

11. Section C, Economic Feasibility, Item 4 (Projected Data Chart)

The Projected Data Chart is noted. In terms of operating revenue, it appears that Year 1
gross revenue is $7,500 per birth and Year 2 is $8,251 per birth. Deductions are $3,252
per birth for both periods. Please explain the differences from the amounts provided
(note: differences may also apply to item 5 on page 19 and item 6 on page 23).

Please provide a breakout of the amounts of the VUMC staffing support cost identified
in “other expenses” as to the amounts estimated for physician coverage and nurse
midwife coverage.

Considering the table below, please provide an explanation for the decreases in
operating expenses (as measured on a per birth basis), including the 30% decrease in
VUMC’s professional services. Please also summarize the rationale for the growth in
births leading to the 200% increase in the proposed birthing center’s net operating

income (NOI).

Financial Indicator | Year 1 Year 2 % Change
(per projected

birth basis) 345 births 480 Births

Gross Revenue/Birth | $8185/birth $8251/birth 1% increase
Total Operating | $4465/birth $3600/birth 20% decrease
Expenses/Birth

VUMC Professional | $995/birth $710/birth 30% decrease
Services |

Net Operating $467/birth $1400/birth 200% increase
Income
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Given the start-up capital of $754,974 identified in the letter from John Morrissey, CFO,
Fortress Equity Partners, LP, should some amount be included in the Projected Data
Chart for repayment or will same be forgiven by MCA’s investor/owner? Please clarify.
If so, please describe the general terms that apply and include the amount as an expense
in a revised chart.

12. Section C, Economic Feasibility, Item 9

The consolidated and unaudited financial statements of Maternity Centers of America
(MCA) for the period ending May 31, 2014 are noted. In light of MCA’s net income
loss of $551,742, a current ratio of 0.8 to 1.0, and other MCA projects under
development in other states, please address what measures will be taken to reduce the
financial risk of this project.

Given the applicant’s investor/ownership relationship to Fortress Equity Partners (FEP)
and FEP’s start-up capital support, please provide the requested financial information
from FEP for the most recent 12-month operating period available.

13. Section C, Orderly Development, Item 2

Please complete the following chart for the key positive and negative effects of the
proposed project:

Positive Effects Negative effects

1)option to hospital setting 1.)

2)reduce migration to birthing centers in | 2.)
distant counties

3) 3.)
4.) 4.)
5. 5.)

In accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an application is not
deemed complete within sixty (60) days after written notification is given to the applicant by the
agency staff that the application is deemed incomplete, the application shall be deemed void."
For this application the sixtieth (60'"") day after written notification is August 25, 2014. If
this application is not deemed complete by this date, the application will be deemed void.
Agency Rule 0720-10-.03(4) (d) (2) indicates that "Failure of the applicant to meet this deadline
will result in the application being considered withdrawn and returned to the contact person. Re-
submittal of the application must be accomplished in accordance with Rule 0720-10-.03 and
requires an additional filing fee." Please note that supplemental information must be submitted
timely for the application to be deemed complete prior to the beginning date of the review cycle
which the applicant intends to enter, even if that time is less than the sixty (60) days allowed by
the statute. The supplemental information must be submitted with the enclosed affidavit, which
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shall be executed and notarized; please attach the notarized affidavit to the supplemental
information.

If all supplemental information is not received and the application officially deemed complete
prior to the beginning of the next review cycle, then consideration of the application could be
delayed into a later review cycle. The review cycle for each application shall begin on the first
day of the month after the application has been deemed complete by the staff of the Health
Services and Development Agency.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. 3 68-11-1607(d):

(1) No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any communication
received by an agency member from a person unrelated to the applicant or party
opposing the application shall be reported to the Executive Director and a written
summary of such communication shall be made part of the certificate of need file.

(2) All communications between the contact person or legal counsel for the applicant and
the Executive Director or agency staff after an application is deemed complete and
placed in the review cycle are prohibited unless submitted in writing or confirmed in
writing and made part of the certificate of need application file. Communications for
the purposes of clarification of facts and issues that may arise after an application has
been deemed complete and initiated by the Executive Director or agency staff are not
prohibited.

Should you have any questions or require additional information, please contact this
office.

Sincerely,
Jeff Grimm
HSDA Examiner

PJG, Enclosure
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